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EXPANSION,  REVERSION,  AND  REVOLU HON 
IN  IHE  SOUIHERN  SUGAR  INDUSIRY; 
1850-1910 


Historians  iiav(*  properly  eonsidennl  the  period  of  sectional  strife 
to  be  a  geiininal  source  of  major  determinative  forces  in  Anuaican 
history.  Yet,  preoccupation  with  the  Civil  War  and  R(‘construction, 
their  causes  and  conserpiences,  has  so  dominated  the  interests  of 
historians  of  the  South  that  they  may  wi'll  have  neglected  or  mis¬ 
understood  many  of  the  basic  economic  <leveloj)ments  of  the  region. 

Let  us  be  more  sk(‘i)tical  of  the  jdausible  and  widely  held  assump¬ 
tions  that  the  war  was  res])onsibl(‘  for  th(‘  economic  institutions  of  the 
New  South  or  that  radical  Ib'construction  cau  be  held  accountable 
for  many  of  the  major  economic  problems  of  the  post-H(‘Const ruction 
era.  The  ])rimary  purjaxse  of  this  article  is  to  treat  in  summary  fashion 
the  broad  developnaaits  in  om*  southern  industry,  developments 
which  in  th(*mselv(>s  sugg('st  that  the  time  has  arrived  to  study  south¬ 
ern  economic  development  for  its  own  sake. 

Though  sugar  was  producc'd  from  time  to  time  in  South  Carolina, 
Georgia,  Florida.  Alabama,  and  Mississii)))!,  the  .sugar  industry  of 
the  ante  bellum  South  was  concent lated  largely  in  Louisiana  and 
Texas.  From  its  beginnings  in  the  eighteenth  c(‘ntury,  through  the 
stimulus  of  a  protective*  tariff,  ch(‘ap  and  fertile  land,  a  well  organizi'd 
labor  force,  good  management,  and  technological  aelvance*s,  the  in¬ 
dustry  gre‘W  impre'ssive'ly  in  the*  firstj  half  of  the*  ninete*e*nth  century. 
By  the  1850’s  the  .se)uthe*ru  sugar  industry  with  an  annual  cre)p  of 
meue  than  150,000  te)ns  preKlue*e*d  alme>st  erne  half  of  the  sugar  e*on- 
sumed  in  the  Unite*el  State*s.' 


KDlTe)K’s  Ne)TK;  Tlii.saiticlfwasn'ad  as  a  |)a|»e*iat  ascssioii  oft  lie*  Mississippi  Valle'v 
nistorie*al  .\ssociaf  ion,  l.e*xin*'ton,  l\(*ntucky,  May  S,  The*  ide-as  e*ontaiiie*ef 

he*ie*in  alonn  with  the* source's  upon  wliie-h  the*y  are'hase'dare*  ile*\  e'lo|K'd  inori*  fully 
in  .1.  Carlyle*  Sitte*rson,  Sugar  Counlrg:  The  Cam  Sugar  I ndasirg  in  the  South, 
17o-i-I!)~)0  (l'nive*rsity  eif  Kentucky  Pre*ss,  Le'xinuton,  Ky.,  HkVi)-  This  arti¬ 
cle*  is  printcel  here*  with  the*  iK'iinission  e>f  the*  I'nivcrsity  of  Kentucky  Press. 

*  Ih'  liow’tt  lieview  (Ne'W  ()rle*ans,  IMti-lSSU),  X  (1S.')0),  .Vm;  ihiii.,  XXIX 
(1801),  ')23. 
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The  ante  belluni  su^ar  industry  was  eoinposc'd  preponderantly  of 
large  plantations  on  vvliicli  eane  was  grown  and  the  syrup  inanu- 
factuu'd  into  sugar.  In  1850  the  more  than  1,400  sugar  plantations 
of  the  Loui.siana-T(*xas  area  aviaaged  almost  500  acres  under  cultiva¬ 
tion  and  produced  in  that  h'ss  than  noinial  year,  about  110  tons  of 
sugar  each.  With  its  large  acreage;,  e.\p(‘nsiv(‘  sugar-making  equip¬ 
ment,  and  slave  force  of  more  than  70  Ni'groes,  the  average  .sugar 
plantation  was  vahu'd  at  about  8125,000.- 

'Fhe  ante  bellum  sugar  industry  as  a  result  of  the  h(‘avy  labor 
demands  for  cultivating  and  harvesting  tlu‘  cane  reeiuired  a  large 
number  of  workers;  from  the  b(*ginning  this  need  was  supplied  by 
Negro  slaves.  From  1840  to  1860,  slaves  fornu'd  a])proximately  60 
per  cent  of  the  population  of  tin*  sugar  r(‘gion.‘*  The  gr(*at  expansion 
of  th(‘  industry  in  the  i)rewar  period  r(‘sult(‘d  in  a  heavy  demand  for 
the  limit<'tl  supply  of  slave  labor  with  a  consequent  lise  in  the  i)rice 
of  prime  field  hands  on  tin*  New  Orleans  market  from  about  8600  in 
the  1820’s  to  as  much  as  81,200  in  the  1850’.s.* 

Throughout  the  ant(*  bellum  p('riod,  to  .sui)plement  the  .slave  force, 
sugar  plantations  utilizc'd  tlu*  scavices  of  hired  white  laborers — sugar 
makers  and  engineers  during  the  grinding  season,  and  throughout  the 
year — carpenters,  cooj)ers,  masons,  and  German  and  Irish  tran.sient 
workers  for  the  arduous  and  hazardous  work  of  ditching  new  land. 

The  managenuait  of  an  agricultural  unit  of  such  .size  and  com])l(*xity 
was  a  (Uauanding  job.  Realizing  this,  planters,  with  few  exc(‘ptions, 
gave  their  holdings  much  of  their  time  and  att('ntion.  Th(‘  many 
diaries  of  ant(‘  bellum  planters  g(‘ncr;dly  reveal  constant  application 
to  plantation  affairs  and  w(‘ll  co-ordinated  plans  for  the  cultivation  of 
the  plantations  and  the  production  of  their  croi)s.'’ 

How(‘vei-,  by  no  means  wen*  all  i)lanters  good  managt'is.  As  in  all 
occupations,  there  W(M(‘  mi.sfits  in  the  sugar  (‘(‘onomy.  One  irate 


Hasod  oil  (lata  in  tlic  iiiaiui.''(  i ipt  census  n'tuins,  scliedulc*  IV,  “Productions  of 
.•\KricuIturc,”  IStK)  (Louisiana  l•ctul•ns  arc  at  Duke  I'nivcrsity,  Durham,  N.  C., 
and  Texas  ndurns  aic  at  the  State  Lihrarv,  .\ustin,  T(*\as). 

Computed  from  tlie  census  ivturns. 

■*  V.  IL  Phillifis,  AnioiviiK  Xtgro  Slain  //  (New  York,  IDIS),  pp.  ,370-71. 

•'*  It  is  manih'stly  impossilile  to  eit(“  here  the  vast  iiody  of  plantation  records  and 
eorrespondenee  upon  which  the  above  is  based.  In  the  main,  the.se  eolh'ctions  are 
lo(‘at(*d  at  the  followinn  d(‘positories;  the  state  universities  of  Louisiana,  North 
Carolina,  and  Texas;  Tulane  rniv(‘rsity.  New  Orh'ans;  and  the  (.'ity  Archives,  the 
Louisiana  State  Muscnim,  and  the  Preshyteav,  New  Orh'ans. 
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factor  who  luul  advanced  heavily  to  a  particular  plantation  exclaiiiK'd: 
“Doctor  Chauvin  .  .  .  wants  to  obtain  authority  to  purchase  sonu' 
two  or  three  hundred  cords  of  wikkI  for  the  next  Rolling  .  .  .  Damna¬ 
tion  .  .  .  How  do(*s  he  intend  to  employ  the  hands.  A  short  crop 
jdanted,  and  yet  he  wishes  to  buy  the  wood  lu^cessary  for  the  grinding 
season.  Well,  my  friend,  I  wish  I  may  b<‘  damned,  if  I  am  not  more 
and  more  convinced  that  the  Doctor  is  not  competent  to  manage  a 
sugar  plantation.”** 

Sugar  plantations  were*  primarily  producei’s  of  one  cash  crop  for 
market:  sugar  and  its  l)y-pro<Iuct,  mola.ss(‘s.  Although  planters  con- 
sid(*red  div(*rsification  and  agricultural  journals  nev(*r  c(‘ased  urging 
it,  most  sugar  plantations  representi'd  heavy  capital  inv(*stments 
n(*ce.s.‘<itating  a  considerable  annual  cash  return.  As  a  result,  they 
wen*  much  more  highly  sjx'cialized  agricultural  units  than  nonsugar 
farms.  In  the  production  of  corn,  p(‘as,  beans,  Irish  potatws,  swe<‘t 
potatm's,  and  butter,  and  in  the  raising  of  livestock,  noncane  farms  in 
proportion  to  total  acreage  and  farm  population  far  outstripped  the 
sugar  produc(*rs.'  rnavoidabU*  though  it  may  have  lx*en,  there  was 
some  truth  in  the  remark  of  one  planter,  “The  great  curse  of  this 
country  is  that  we  are  all  planters  and  no  farmers  to  wind  up  the 
crops.”** 

Sugar  planters  wen*  not  ignorant  of  the  argum(*nts  for  diversifiea- 
tion.  Far  from  it;  eith(*r  rightly  or  wrongly  they  chose  agricultural 
sp(*cialization  as  the  best  means  of  producing  profitable  operations. 

.\nt(*  b(*llum  sugar  plant(*rs  g(*nerally  (*mployed  the  mo.st  approved 
agricultural  m<*thods  in  th(*ir  plantation  operations.  Such  probU*ms 
as  drainage,  crop  rotation,  fertilization,  and  methods  of  cultivation 
all  r(*c(*iv(*d  attention.  If,  as  oiu*  plant(*r  expr(*.s.sed  it,  the  way  to  goixl 
planting  was  “to  r(*(iuir(*  one’s  hands  to  work  from  sun  to  sun,  to 
cultivate*  no  more*  than  can  lx*  <*ultivated  w(*ll,  to  k(*(*p  everything  on 
tlx*  plantation  in  goexl  condition,  l(*t  nothing  go  to  waste,  and  keep 
ahead  of  the  work,”  then  ante  bellum  sugar  planters  qualified.*' 

In  manufacturing,  too,  tlx*  wid(*.spr(*ad  adoption  of  the  steam- 


“  Martin  (ionlon,  .Ir..  tn  Bonjainin  Turoaud,  Feb.  23,  ISoO,  Tureauil  Collection 
([.oiiisiana  State  I'niverxity). 

'  Manuscript  census  returns,  schedule  IV',  “Productions  of  .Agriculture,’’  18t>0. 
**  Kenneth  (’lark  to  Lewis  Thompson,  ISoo,  Lewis  Thompson  Pa|)er'.  (I’ni- 
versity  »)f  North  (’antlina). 

"  Hnnmr  (Franklin,  La.),  .Jan.  2,  ISol. 
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powered  sugar  mill  (about  00  per  cent  of  the  mills  w(Me  steam  ilriveu 
by  1861),  the  development  of  the  bagasse  burner,  the  use  of  two 
successive  sets  of  rollers  in  grinding,  improved  methods  of  elaiifying 
eane  juice,  and  multiple-t^ffect  systems  of  making  sugar  in  vacuum 
pans  (though  not  then  extensively  adopted)  are  indicative  of  the 
progressive  developments  in  that  branch  of  the  industry.’" 

The  great(*r  jiart  of  tlu'  sugar  crop  was  shipped  by  way  of  the 
Mississippi  River  or  by  railroad  to  New  Orh^ans  for  sal(‘  at  auction 
on  the  levee.  Considiaable  amounts,  too,  w(‘r(“  shipped  directly  by 
j)lanters  for  sale  up  the  river  in  Memphis,  St.  Louis,  and  otlu'r  valley 
cities  and  in  southern  and  eastern  markets  such  as  Mobile,  Savannah, 
Charleston,  Baltimore,  Philadelphia,  and  New  York.  Most  of  the 
Texas  crop  was  sold  in  Houston  and  Galveston.  Upon  reaching  the 
market,  the  sugar,  pack(*d  in  wooden  hogslu^ads  of  1,000  to  1,100 
l)ounds,  was  consigned  to  th(‘  planter's  factor.  Th(‘  factor  or  com¬ 
mission  merchant  charged  234  Pt'f  for  selling  sugar  and  a  23-2  l><‘i’ 
cent  commission  on  sujiplies  jiurchased  for  the  planter.' ' 

The  profitability  of  th(>  ante  b(‘llum  sugar  (‘conomj'  was  d(*p(‘ndent 
upon  the  margin  b(“twe(‘n  the  costs  of  production  and  th(*  jirice  of 
sugar.  From  the  best  available'  data,  costs  of  producing  dire'Ct  con¬ 
sumption  sugar  in  the*  period  from  1800  to  1840  ranged  from  4  to  6 
cents  per  pound.  Despite  marked  advances  in  cultivation  and  manu¬ 
facturing  from  1840  to  1860,  the  high  cost  of  capital  improvenM'Uts 
and  the  lu'avily  inflated  value  of  slave's  anel  plantations  ke'pt  e'eists  of 
proeluction  high.  Rare'ly  elitl  e*e)sts  fall  be'lenv  4  e*e'nts  a  peumel  in  the 
1850’s;  lor  tlmse'  plante'is  who  hael  ae'f|uire'el  e)vervalue'el  plantatieais 
on  cre'elit,  e*e)sts  eef  |)re)elue*tie)n  fre'epie'iitly  re'ae'lu'el  6  to  7  e-e'iits  per 
pound. 

Prior  to  the'  ('ivil  Wai‘  the'  average*  prie'e*  re'e‘e*ive*el  feer  the*  soutlu'in 
sugar  ere)])  fell  be*low  5  e'e'iits  a  peamel  fe)r  only  ten  ye*ars,  all  of  the'se 
betwee'ii  1841  and  1854.  During  the*  remaineler  oi  the*  pe*rie)el  prie*es 
average'el  frenn  5  e'e'nts  to  14  cents  j)e*r  pounel,  high  enenigh  to  allow 
profitable  operations  where*  plantations  were  e'fficiently  manage'd  anel 


Sen*  “Tlie'  Manufacture*  «tf  SuKar”  in  Sugar  ('ounlnj,  pp.  133-1.5(». 

"  Tlie*  VVeH'ks  Colle'ction  (Louisiana  State'  I'nive'isity),  the  HriiiKier  Colle'ction 
(Louisiana  State  I’niversity),  anel  the  McC'ollain  PajK'rs  (I'niversity  of  Xortli 
Carolina)  preesent  an  e.xe'ellent  picture*  of  inarke'tin^  pnie-tice*s.  Sen?  also  .1.  Carlyle 
Sitterson,  “FinanciiiK  anel  Marke'tiiiR  the  Sugar  Crop  of  the  Old  South,”  in  Journal 
of  Southern  ffislorg  (Haton  Hoiige,  193.5),  X  (1944),  188-99. 
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(TOP'S  (“coiioinically  pro<liic(‘(l.  ()v(m-  th(‘  long  p(‘rio(i  fas  is  fully  shown 
in  Sugar  Country,  pp.  157-84),  av(‘rap;(‘  r(‘turns  ranged  from  about  9 
l)er  cent  to  14  ]kt  cent  of  capitalization. 

Prior  to  1850,  occa.sional  bad  yi'ai's  (‘xcc'pted,  .sugar  planting  was 
profitable  for  the  majority  of  plantiMs.  In  the  closing  d(‘cade  of  tin* 
]H*riod,  how(‘V(*r,  a  st('ady  and  substantial  inflation  of  valiu's  of  both 
land  and  slave's  occurred  in  the  sugar  n'gion,  a  rise  in  capital  value 
that  fai‘  <'xceed(*d  increase's  in  productivity.  Plant<'rs  who  acejuiri'd 
ov('rvalued  plantations  on  cn'dit  would  hav<'  ultinmt<'ly  face'd  financial 
disast('r  ('V('n  if  war  had  not  brought  it  ujx)!!  tlu'in. 

.\s  the  slav('ry  r('gim<'  approaclx'd  its  ('iid,  tlu'  sugar  t'conomy  was 
still  a  lu'althy  ('('onomic  <'nt<'rpris(',  but  tlu'r*'  wen'  clear  indications 
that  the  growth  stag('  of  tln'  industry  as  then  organiz»'d  was  coming 
to  an  end.  Mon'ove'r,  without  impr<'ssiv('  ti'chnological  advance's, 
lu'avily  inflate'd  value's  we'ie'  benmel  te)  re'sult  in  a  re)e*ky  reeael  alu'ad. 
An  e'Xpe'iiene'e'el  sugar  plante'r  appraise'el  the  Ibrtune's  eef  his  fe'lle)w 
plante'i:'- 

I'nr  thirty  ye-ars  it  was  Hood  tide*  witli  him,  and  if  straiide'd  or  wre‘ck«‘d  it 
was  liis  own  fault  and  e'ould  not  lx*  cliarjfe'd  to  a  lack  of  solidity  in  his  occupa¬ 
tion,  suijar  |)aid  and  paid  well,  haiormous  outlays,  lavish- e'xpeaiditure's  and  a 
loose  administration  of  (heir  affairs  ruine'd  some  and  involve'd  others  he'avily 
in  debt  hut  their  failure  could  he  trace'd  to  their  own  imprude'iice. 

War  de'alt  the  sugar  ('('euieuny  e)f  the'  South  a  -seve'ie'  ble)w.  The  me)st 
visible'  signs  of  the  de'vastatiem  were'  the'  d('me)ralization  of  the  labor 
syste'tn  and  the'  de'.structieui  anel  lo.ss  e)f  i)re)perty.  Sugar  preKluctiem 
exi)e'rie'nce'd  a  sharp  ele'cline'  frean  a  re'e*e)rel  crejp  e)f  230,000  tons  in  1861 
to  5,000  teens  in  1864.  Of  the  meere'  than  1.400  sugar  preHluce'is  in  1861, 
there  we're'  U'.ss  than  200  .still  in  eepe'iatieen  in  1864.  From  a  e*apital 
investnu'iit  of  8200,000.000  in  1861,  the'  inelustry  was  worth  ne)  more 
than  8:10,000,000  in  1865.'=^ 

With  the'  end  of  the  war,  sugar  planters  we're  fae*e'd  with  the  most 
dismal  pree.spra'ts  in  the  histeny  eef  the'  industry.  One'  Bayeeu  Lafemrche 
plante'r  e'xpre'.sse'd  the'  ineeeKl  eef  the  time's  in  his  diary  e'ntry:  “All  is 
dark  anel  ehe'ary  in  the  future,  and  the  pre'se'iit  is  nee  better.”'*  De'V- 


*-  “lirie'f  Ht'minisccnce's  of  the'  Life'  of  an  Kx-Ovcrsrx'r,  .-VKe'iit  and  Sugar  Plant¬ 
er,”  Loiiisinun  Sugar  Howl  (Xew  Iheria,  ba.),  De'c.  10,  1874. 

New  Orleans  Price  Current,  St'pt.  1,  1800;  l)e  How’s  Hemew,  St'ries  I,  after 
the  War  (18t)0),  201;  iftiV/.,  II  (1800),  410;  ibid.,  IV  (1807),  2.37-38. 

"  .\.  Franklin  Pugh,  Diary,  Oct.  24,  180.5  (Louisiana  State  rnivc'rsity). 
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astation  throughout  the  region  was  almost  beyond  description. 
Sugarhou.ses  and  machinery  were  wrecked,  livestock  driven  away, 
agricultural  implements  lost  or  worn  out,  farm  buildings  in  bad  re¬ 
pair,  levees  broken,  and  drainage  ditches  .so  filled  up  as  to  make  suc- 
ce.s.sful  cultivation  of  cane  impo.ssible  without  redigging.  Extensive 
r(*novation  of  the  sugar  region  was  needed  at  the  v'ery  time  that 
planters  and  Negro  freedmen  were  exiieriencing  the  frustrations  and 
difficulties  of  their  new  ri'lationship. 

Adjustment  to  a  new  order  of  soci(*ty,  neces.sitating  abandonment 
of  old  ideas,  habits,  convictions,  and  prejudices,  was  too  much  for 
.some,  and  they  fell  victims  to  the  violent  forces  of  readjustment. 
Many  a  planter  who  had  .serv  ed  his  family  and  community  well  in  his 
ordered  ante  Ix'llum  status  expi'rienced  a  gradual  character  disinti*- 
gration  in  the  years  after  the  war.  With  work  of  every  kind  to  be 
done,  many  who  had  never  worked  in  the  fields  could  not  at  first  bring 
them.selves  to  undertake  the  hard  physical  labor  that  had  heretofore! 
lK‘en  done  by  their  slavevs.  Rather  th(*y  staye'd  at  home  all  day  “broexl- 
ing  over  the  pn^sent  troubles  and  tho.se  that  must  come.”*  ’’ 

In  any  appraisal  of  the  revival  of  the  sugar  industry,  it  must  lx‘ 
kept  in  mind  that  in  the  first  postwar  d(‘cade  the  prewar  planter  group 
was  still  predominant.  This  group,  knowing  only  the  plantation- 
slave  economy,  naturally  sought  to  re-(‘stablish  in  the  New  South  an 
economy  and  .society  patterned  after  that  of  the  Old  South.  Efforts 
to  induce  them  to  abolish  the  plantation  system  and  .s(‘ll  their  laixl  to 
small  fariiKTs  generally  failed.  One  ante  bellum  planter,  with  un¬ 
common  p(*rc(‘ption,  described  his  fellow  planter  in  1878  as  follows:'*’ 

More  cotton,  rice  and  sugar  cane  is  now  the  mania  of  the  planter.  He  talks, 
thinks  and  dreams  of  nothing  else ....  He  cannot  leave  the  well-worn  ruts 
used  by  his  fathers,  and  sees  but  a  wilderness  beyond  them,  where  jack 
o’lanterns  are  ever  ready  to  lure  him  to  destruction.  Born  a  planter,  he  lives 
a  planter  and  will  die  a  planter.  If  ever  farming  becomes  paying  and  ]M»pular 
here,  a  race  trained  to  it  from  youth  must  inaugurate  it. 

The  most  pn*ssing  problem  in  the  ri'vival  of  the  sugar  industry  was 
that  of  .securing  an  adi'quate  labor  forci*.  In  the  war  and  (‘arly  post¬ 
war  y(‘ars,  in  the  ab.sence  of  liquid  capital,  sugar  plantei-s  like*  cotton 


**  A.  Franklin  Pugh,  Diary,  Jan.  31,  1866  (University  of  Texas;  some  years  of 
the  diary  are  at  Texas  and  some  at  Dmisiana  State  University). 

'®  IjOinsiana  Sugar  Bowl,  Jan.  17,  1878. 
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planters  tried  the  share  system  wh(*reby  the  Negro  workers  nreived 
as  eompimsation  for  their  labor  a  shan*  of  the  proceeds  of  the  crop. 
Almost  from  the  Ix'ginning,  this  systiTn  proved  unsatisfactory.  Teams 
were  abused,  farm  implements  destroyed,  drainage  ditch(*s  allow(“d 
to  fill  up,  and  the  crops  from  time  to  time  so  badly  n(*gl(‘cted  as  to 
endanger  the  harve.st.*" 

Convinced  that  the  free  N(*gro  would  not  work  without  compul¬ 
sion,  as  early  as  1866  sugar  planters  looked  to  immigration  from  otluT 
parts  of  the  Unit(‘d  States,  Euroiie,  and  Asia  as  a  solution  to  the  labor 
problem.  Under  planter  urging,  stat(*  bureaus  of  immigration  were 
establish(‘d,  immigration  companies  were  incorporated,  and  labor 
contractors  offered  to  piovide  immigrant  work(Ms  on  a  commission 
ba.sis.  As  a  result  of  such  efforts,  a  few  hundr(‘d  German.  Spanish, 
Portugue.se,  and  Italian  immigrants  came  to  th<*  sugar  r(‘gion.  In 
geiKTal,  planters  express(*d  satisfaction  with  the  work  of  the  white 
immigrants  as  wage  laborers.  Although  constantly  urged  by  tlu*  pn‘.ss 
of  the  r(*gion  to  divide  their  plantations  and  .sell  land  to  small  farm(*rs 
for  cane  cultivation,  planters  were  generally  unresponsive.  More¬ 
over,  they  turned  deaf  (‘ars  to  the  admonitions  that  comfortabh*  living 
quartei*s  mu.st  Ix'  provided  for  the  white*  immigrants  if  they  were  to 
remain  as  laborers  on  the  jilantations.  .\n  (slitor  of  a  heading  journal 
advi.s(‘d  the  planters  in  1872  that  while*  Ge*rmans  we're  willing  tei  work 
they  “are  not  accustome*d  to  being  tre*ated  like*  ne*greM*s  and  hence 
havT  left  .some  plantations  where*  e*mploye‘tl.”'^ 

Sugar  planters,  with  their  pre*war  heritage*,  sought  te)  re*-e*stablish 
the  plantation  .syste*m  with  gang  labor  and  an  e‘XiM*nsive  sugar  factory. 
If  white  immigrants  e*ould  not  lx*  se'cured,  ix'ihaps  Chine*.se,  re*pute*d 
to  bt*  “docile  workers,”  could  lx*  importe'd  to  take  the  place*  e>f  the* 
former  Ne*gro  labore*r.  De*spite*  vigorous  e)bje*ction  from  some*  quarte*rs 
to  the  impeirtation  of  “heathen  Chine*se,”  in  the  ye*ar.s  1869-1873  a 
few  hundred  C,3iin(*.se  workers  we*re  brought  to  the  e*ane  fields  of  south 
Louisiana  where*  they  rece*ive*d  about  $26  a  month  and  quarte*rs.  But 
this  effort  to  supplant  the  Negro  likewi.se  failed.  Not  only  did  the 
Chine.se  break  their  contracts  and  move  from  plantation  to  planta¬ 
tion,  but  more  important  the  planters  were*  eli.sappointe'd  with  the* 
Chinaman  as  a  sugar  (*ane  worker.  As  one  observer  put  it,  “He  e^an’t 


''  See  especially  Louisiana  Sugar  Howl,  1870-1874,  an«l  A.  Franklin  PukIi 
Papers  (University  of  Texas). 

Louisiana  Sugar  Howl,  Feb.  22,  1872. 
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jilow,  lie  can’t  run  a  cultivator,  lie  can’t  st(*('r  a  mule,  hut  otlnaAvise, 
liiis  jM'rforiuauces  ar(‘  adiuirahh'!”'-' 

While'  it  is  triK'  that  a  few  huudn'd  ri'liahh'  and  thrifty  white*  tenants 
continiK'd  to  cultivate  portions  of  plantations  in  the*  187()’s  and  1880’s 
and  SOUK'  eve'iitually  became  landowiu'rs,  the  sugar  plante'r  could  not 
divc'st  hiins('lf  of  his  Ix'lie'f  that  sugar  could  lx*  succe'ssfully  prexluced 
only  by  large*  plantatieins  using  gang  labeir.  l*'A'e*n  tlmse*  wlm  we*re* 
willing  to  e*one*e*ele*  the*  desirability  eif  white  te'uants  and  small  cane* 
farme'is  argue*el  that  whe*the*r  ])lante‘rs  like*el  it  or  neit,  it  was  ne*e*e*ssary 
to  utilize  the*  X(*gro  uneler  the*  wage*  syste*m  as  the*  inajeir  semrex*  of 
labeir.  Meire'eive'r,  as  aeljustme'uts  we*re*  maele  tei  the*  ne*w  situatiein,  the* 
<*xe*e*ssive  labor  turnove*r  and  the*  bitte*r  elis.satisfactiein  of  Ixith  ])lante*r 
and  freedman  in  the*  e*arly  jxistwar  ye*ars  we*re*  eliminislu*el.  Meire*  anel 
meire  plante'is  in  the*  .s(‘ve*ntie*s  (‘xpre*sse*el  satisfae*tiein  with  the*  weirk  eif 
the*  Negro.  Marly  in  1882  tlu*  e'eliteir  eif  the*  Ne'W  llx'ria  Loiiisiann 
Sugar  liairl  de'clare'd,  “The*re*  have*  be*e*n  many  e*einspicuous  sue*e*e*s.s(‘s 
with  fr('(*  Negrex's  and  not  a  solitarg  one  u'ith  aug  other."'-'* 

In  fae  t.  e*ach  fie*ld  hanel  e*ultivate*el  fully  as  mue  h  if  neit  meire*  unde'r 
fre‘e*eleim  than  unel(*r  slave*ry.  Meire*eive*r,  sugar  yie*lels  inelie-ate  that  the* 
Negrei  was  neit  a  failure*  as  a  weirke*r  imele'r  fre*e*eleim.  While*  data  are* 
neit  suffit'iently  e'einclusive*  tei  make  cate‘geirie*al  state*me*nts  as  tei  the 
epiality  eif  the  Ne*gro’s  weak,  it  is  probable*  that  sei  leing  as  he*  re‘maine*el 
at  the*  job  he*  weirke*el  e*epially  as  well  as  unde*r  .slave*ry.  ()the*r  fae*teirs 
large'ly  ae*count  for  the*  wiele*spre*ad  e*laims  that  the*  Ne*grei  weiulel  not 
weirk  and  that  lalioi'  e*eists  unde*r  the*  ne*w  .syste*m  we're*  ruineiusly  high. 
Wtu'reas  many  weimen  anel  childre*n  hael  weirke*d  in  the*  cane*  fie'lds  in 
ante*  Ix'llum  ye*ars,  this  was  ge*ne*rally  neit  the*  e-ase*  in  the*  e*arly  peistwar 
pe'iiexl.  'I'he*  .se'iieius  shortage*  eif  labeir,  the*  high  wage's,  anel  the  unelue* 
meibility  of  labor  that  atte*nele*d  the*  e*arly  ye'ars  of  adjustme*nt  tei 
fre*e*eleim  we*i<‘  the*  majeir  e‘au.s(*s  eif  the*  high  labeir  ceist  rathe*r  than  the* 
in(*ftie  ie‘ne*y  eif  the*  iiulivielual  Ne'grei  unele*r  his  ne*w  status.-' 

I)e‘spit(*  the*  diffie*ultie*s  eif  a  se*are*ity  eif  e*apitat  and  the*  preible*ms  of 
adjustme*nt  tei  a  new  labeir  syste*m,  re*e*ove*ry  eif  the*  seiuthe*rn  sugar 
industry  in  the*  first  jxistwar  ele*caele  was  imjire*.s.sive*.  Freim  the*  leiw 
figure*  eif  5,000  teins  in  1864,  jireieluction  climbe*el  to  meire*  than  72,000 
tons  in  1870  anel  in  1880  re*uche*el  140,000  teins.  Altheiugh  the  1880 

thill.,  Mar.  2,  1S82. 
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crop  was  only  60  per  cent  of  the  record  crop  of  1861,  the  substantial 
recovery  since  the  dark  years  of  1864  and  1865  indicated  that  the 
industry  was  again  ready  to  move  forward  as  it  had  in  the  1850’s.22 

The  postwar  industry,  despite  the  freeing  of  the  slaves,  had  been 
re-established  on  the  prewar  basis  of  large  plantations  with  Negro 
gang  labor  and  each  plantation  operating  its  own  sugar  mill.  Time  was 
to  prove  that  the  industry  could  not  survive  on  that  ba.sis.  A  few  of 
the  planters  foresaw  this  in  the  1870’s  and  realized  that  cane  cultiva¬ 
tion  and  sugar  manufacturing  were  not  neces.sarily  inseparable  and 
that  a  sound  sugar  economy  could  be  built  on  the  ba.sis  of  small  and 
medium-sized  farms  supplying  large  mills  with  cane.  Planters  could 
not  be  exjiected  to  forget  their  old  experiences,  howeviT,  and  the  anU* 
bellum  plantation  concept  still  dominated  their  thinking  and  action 
in  the  first  postwar  generation.  The  Civil  War,  then,  had  all  but  wiped 
out  the  industry,  but  no  revolutionary  changes  in  the  natur(‘  of  the 
industry  attended  its  revival ;  rather  it  reverted  to  the  prewar  pattern. 

In  the  years  from  1877  to  1910,  however,  a  modern  sugar  industry, 
drastically  different  from  that  of  the  Old  South,  developt'd  in  the 
Louisiana-Texas  region  largely  as  a  rt'sult  of  the  fundamental  eco¬ 
nomic  factors  of  high  costs  and  low’  prices.  Increasing  production  of 
sugar  in  Cuba  and  other  areas  forced  world  prices  steadily  downward. 
Falling  raw  sugar  prices  in  the  United  States  market — from  an  8^ 
cent  figure  in  1874  to  an  average  of  6J^  cents  in  the  1880’s  and  slightly 
under  4  cents  in  the  years  1890  to  1910 — accompanied  by  high  labor 
costs  and  the  heavy  capital  requirements  of  the  large  modern  raw- 
sugar  factory  made  revolutionary  adjustments  neces.sary. 

The  major  factors  that  transformed  an  essentially  ante  Ix'llum 
industry  into  a  modern  one  were:  (1)  the  e.stablishment  of  several 
agencies  for  the  advancement  of  the  industry  including  the  Louisiana 
Sugar  Planters’  Association,  the  Louisiana  state  experiment  station, 
the  sugar  school,  and  the  Louisiana  Planter  and  Sugar  Manufacturer, 
organ  of  the  cane  .sugar  indu.stry;  (2)  the  introduction  of  the  central 
factory  system  whereby  the  functions  of  cane  cultivation  and  sugar 
manufacture  w’ere  separated;  (3)  technological  changes  in  cultivation 
and  manufacture;  (4)  the  partial  solution  of  the  critical  labor  short¬ 
age;  and  (5)  improvements  In  marketing  practices.^^ 

Ix)ui8  Bouchereau  and  Alcde  Bouchereau,  Statement  of  the  Sugar  and  Rice 
Crops  Made  in  Louisiana  (Xew  Orleans,  1868-1916),  passim. 

Abundant  material  on  the  above  developments  is  contained  in  the  Louisiana 
Planter  and  Sugar  Manufacturer  (New  Orleans,  1888-1929). 
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The  Louisiana  Sugar  Planters’  Association,  established  in  1877  by 
a  group  of  prominent  planters,  became  the  dynamic  force  in  the  es¬ 
tablishment  of  th(*  mixlern  industry.  In  its  vigorous  pressure  for 
adequate  import  duties,  investigation  of  problems  of  cane  culture  and 
sugar  manufacture,  and  above  all  in  its  vital  leadership  in  the  found¬ 
ing  of  the  state  agricultural  experiment  station  in  1885  and  the  Audu¬ 
bon  Sugar  School  in  1891,  the  Sugar  Planters’  Association  mad(‘ 
j)ossibl(‘  the  survival  of  the  southern  sugar  industry  on  a  sound 
economic  basis. 

As  cane  acri'age  (‘xpanded  in  the  1870’s  and  1880’s,  the  shortagi's  of 
cajiital  and  labor  l(‘d  some  planters  to  urge  the  establishment  of  a 
central  factory  system  in  which  farmers  would  grow  cane  and  sell  it  to 
larg(‘  factories  for  manufactun*  into  sugar.  The  adojition  of  a  system 
so  much  at  variance  with  established  procedures  could  not  be  accom¬ 
plished  quickly  or  without  encountering  perplexing  problems  of  ad¬ 
justment.  One  of  the  most  {XTsistent  of  these,  the  determination  of  a 
fair  pric('  for  both  buyer  and  .seller  of  cane,  was  partly  settled  in  th(* 
1880’s  by  the  practice  of  buying  cane  on  a  “scale”  plan  with  the  price* 
|x*r  ton  being  determiiuxl  by  the  current  price  of  sugar.  Another 
deterrent  to  the  central  factory  movement  was  the  difficulty  of  secur¬ 
ing  a  sufficient  quantity  of  cane  well  distributed  through  the  grinding 
.season.  In  time,  this  too  was  .solved  by  long-term  contracts  between 
factories  and  farmers. 

Adoption  of  the  central  factory  system  resulted  in  a  pronounced 
consolidation  of  sugar  factories  in  the  years  1880-1910.  Whereas  there 
were  about  1,200  factories  in  the  Louisiana-Texas  region  in  1880,  in 
1910  there  wi're  only  224  but  each  produced  more  than  1,500  tons  of 
.sugar  as  compared  with  a  mere  110  tons  in  1880.  Supplying  the  cen¬ 
tral  factories  with  cane  were  a  sizable  number  of  large  planters,  an 
increasingly  large  group  of  white  tenants,  and  a  few  small  cane  farm¬ 
ers.  Despite  continuing  efforts  to  .secure  white  immigrants,  the  cam* 
region  still  deix*nd(*d  primarily  upon  Negro  wage  laborers.  The 
dwindling  supply  of  .such  labor  available  for  work  in  the  cane  fields, 
how(*ver,  made  it  apparent  by  1910  that  more  small  cane  farmers  and 
tenants  .selling  their  cane  to  large  factories  offered  the  only  solution  to 
an  industry  that  could  no  longer  look  forward  to  expansion  without  an 
augmented  labor  force. 

**  Louisiana  Su^ar  Planters’  As.sociation,  Minutes,  1877-1890,  paasim  (I.ouis- 
iana  State  I'niversity). 

Bouchereau,  Statement  of  Sugar  and  Rice  CropK,  1880-1910,  passim. 
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Equally  as  significant  as  the  central  factory  in  the  rise  of  the  modern 
sugar  industry  in  the  South  were  the  imprt‘ssive  advances  in  agricul¬ 
ture  and  manufacturing  made  in  the  last  two  decades  of  the  nineteenth 
century.  It  was  in  the  use  of  f(‘rtiliz(*rs,  improved  agricultural  imple¬ 
ments,  aiul  new  cane  varieti(‘s  that  tlu*  culture  of  cane  was  advanced 
most  significantly  in  the  pt'riod. 

In  the  field  of  manufacturing  the  most  notahh*  advances  were  in 
improvements  in  sugar  mills  for  the  mor(‘  effective  extraction  of  the 
juice.  Although  no  revolutionary  dev(‘lopments  witi*  made  in  th(‘ 
sugar  making  jirocess  itself,  a  numlxT  of  improv(*m(‘nts  were  adopted. 
In  the  raw  .‘<ugar  factory  of  the  twentieth  century,  applied  science 
played  a  k(‘y  role.  Higher  yields.  gr(*at(‘r  .sugar  recovery,  a  Ijetter 
product,  and  (‘conomy  of  opiTation  w(‘re  the  fruits  of  the  new  .sugar 
industry  that  emerged  in  the  South  tis  th(>  ninete(*nth  century  came  to 
a  clos(*. 

One  unknown  wag  put  the  advanc(*s  in  sugar  manufacture  into 
vei-se  form  in  “The  Nigger’s  Wail”:**’ 

Befo’  de  wah,  when  de  sugar  we  make 
Was  biled  in  de  ole  fa.^^hioned  kettle, 

I)t‘  grindin’  time  was  a  merry-go-round 
For  us  niggers,  bofe  big  and  little; 

But  now  d(*se  mens,  wid  the  spy  gla.ss  and  chulx's. 

Biles  de  juice  in  a  cast  iron  drum; 

D(>y  makes  all  de  stuff  into  crystals  and  cubes, 

And  leaves  no  merlasses  for  rum. 

•  L| 

De  boss  tink  lu*  know  mo’  dan  eblxT  lx*fo’, 

Since  dem  kemmis  done  show  him  some  nonsimse; 

But  de  nigger  say,  ‘Hi!’ 

We  goan  all  of  us  die. 

For  we  got  to  drink  whiskey  in  consikenci'l 

By  the  o{XMung  of  the  twenti(*th  century,  the  gradual  di.sappearance 
of  the  old  planter  group  and  the  rise  of  the  new  together  with  the 
other  forces  that  had  changed  the  organization  and  technology  of  the 
industry  had  largely  destroyed  th(‘  romance  of  the  region.  Gone  were 
the  royal  days  of  ohl  plantation  life  with  their  house  parties,  hunting, 


f 


*®  Louisiana  Planter  and  Sugar  Manufacturer,  III  (1889),  277. 
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and  gaming  parties.  Planters  who  survived  the  revolution  sought  to 
adapt  themselves  to  the  demands  of  the  new  era.  They  learned  new 
ways,  abandoned  expensive  pleasures,  practiced  economy,  and  held 
on  to  their  homes  and  plantations;  in  some  instances  they  successfully 
built  new'  fortunes  on  the  ruins  of  their  ante  bellum  ones.  But  the 
modern  southern  sugar  industry  of  the  twentieth  century  faced  the 
necessity  of  continuing  adjustment  to  the  inexorable  economic  forces 
of  downw'ard  sugar  prices  and  higher  labor  costs.  Survival  could  be 
achieved  only  through  the  stricte.st  economy  and  continued 
technological  advances. 

In  resume,  it  may  be  reaffirmed  that,  apart  from  property  destruc¬ 
tion,  the  Civil  War  was  responsible  for  only  one  .suKstantial  change  in 
the  southern  sugar  industry,  the  substitution  of  free  labor  for  slave. 
In  view  of  the  fact  that  whether  .slave  or  free,  the  labor  .system  was 
Negro  gang  labor,  the  importance  of  even  this  change  may  Ik;  ex¬ 
aggerated.  Nor  is  there  any  evidence  to  indicate  that  radical  Recon¬ 
struction  formed  any  real  obstacle  to  recovery.  The  great  changes 
that  did  occur  in  the  southern  sugar  industry  were  the  product  of 
factors  unrelated  to  either  the  war  or  Reconstruction. 

J.  Carlyle  Sitterson 

University  of  North  Carolina 


A  GERMAN  EIGHTEENTH  -  CENTURY  IRON 
WORKS  DURING  ITS  FIRST  HUNDRED  YEARS: 

Notes  Contributing  to  the  Unwritten 
Histor)-^  of  European  Aristocratic 
Business  Leadership— II 

V 

The  Works’  Spirit  and  Its  Outgrowth: 

Innovation  and  Improvement 
IN  THE  Kra  of  the  Elder  Einsiedel  (1776-1804) 

If  oiip  rciiK'inlM'i's  Count  Dctlov  von  EinsuHlcl’s  charactor  and 
achu'VoiiK'nt.s,  as  described  in  the  first  installment  of  this  article,^-  one 
will  not  b(*  surpris(‘d  that  under  his  leadersliip  a  sj)irit  of  scientific  en- 
light(‘nm(‘nt,  of  restl<‘ss  improvement,  and  of  innovation  caim*  to 
lH*rm(‘at<*  the  LauchhammiT  Works  so  that  it  became  one  of  the  lead¬ 
ing  GiTinan  iron  works.^-^  To  Ik‘  sure,  genuine  primary  innovation 
was  rare,  as  it  is  by  lU'cessity.  Only  in  the  ease*  of  casting  figures  and 
in  that  of  enameling  iron  utensils  was  something  brought  into  exist¬ 
ence  in  tin*  Lauchhammer  plants  that  had  never  existed  Ix'fore.  But 
on  top  of  that,  there  were  numerous  derivative  innovations,^^  i.e., 
innovations  as  far  as  that  particular  part  of  Germany  was  concerned. 
Or  to  put  it  diflf(*rently,  th(‘  elder  Count  Einsied(‘l  transferred  to 
Saxony  achievements  made  in  the  most  advanced  ar(*as  of  eighteenth- 
century  iron  industry.  It  is  from  this  point  of  vi(‘W  that  thi*  following 
pre.*^(‘ntation  must  Ik*  r(*ad,  a  pre.s(‘ntation  in  which  the  Count’s  pri¬ 
mary  innovations,  previously  d(*.scribed,  are  not  mentioned  again. 

The  new  sci<*ntific  spirit  found  (*xpre.s.si<)n,  for  example,  in  1782 
when,  with  the*  hdp  of  the  experienc(*d  mining  surveyor,  Glasi'r,  a 


.Sh*  Hulletin  of  the  liuKinexs  Historical  Society,  X,\V'II  (.June,  19.')3),  73-74. 

^  *  Trsiutscholdt  oxpre.-isod  this  fact  in  the  followiiiK  charmin);  and  old-fashinned 
way  whi<'h  cannot  l)e  translated.  He  prai.sed  that  “.seit  <ler  Ixdtung  des  Herrn 
(’onferenzrninisters  ein  geistiges  Lel)en  das  ganze  (ie.schaft  l)est*elte,” 

F'or  the  terminology  stn*  my  article  “Innovation  in  Husiness”  in  The  American 
Journal  of  Eronomics  and  Stxnohigy,  X  (1951),  285  ff. 
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laboratory  was  built  for  the  testing  of  iron  ore  and  crude  iron,  (Inci¬ 
dentally,  since  in  1811,  if  not  at  an  earlier  date,  analy.ses  of  wrought 
iron,  produced  in  the  forges,  were  added  to  its  program,  the  laboratory 
had  to  be  enlarged  in  1818.)  Moreover,  in  1791,  when  a  recently  built 
furnace  ivceived  a  new  lining,  tlu'  inysteiy  with  which  the  older 
mastei-s  had  surrounded  such  ojKMations  was  discarded  and  the  work 
done  according  to  .scientific  principles.  Similarly,  by  1805,  the  Works’ 
technical  staff  did  away  with  the  “mysteries”  of  the  forgi'  workers, 
that  is  to  say,  with  their  traditional  procedures  which  were  shrouded 
in  mysteiy.  Opposition  thereto  was  overcome  by  various  measur<*s, 
es|K‘cially  by  training  new  workei-s  in  a  progr(‘s.sive  siiirit.  On  th(‘  toj) 
administrative  lev(*l  that  same  spirit  was  in  evitlence  also.  By  1795 
the  ('ount  was  h'arning  about  tlu'  patents  which  Henry  C’ort  and  Sir 
William  Parnell  had  n'ceived  in  England  in  1784  and  1787,  resjx'ctive- 
ly.  Th(‘.se  famous  patents,  which  ushered  in  the  era  of  puddling,  ainuxl 
at  the  improvenu'nt  of  the  reverlx'ratory  furnace*,  a  ty|H*  of  furnace*  in 
which  the  iron  to  be*  re*fiiu'el  eleH*s  neit  come*  in  cemtact  with  the  fuel,  .se) 
that  mine*ral  fue*l  e‘an  be*  u.se*el.  The*  re*verlM*rate*el  (re*fle*e*te*el)  he*at  melts 
the  iron.^’’  Abemt  te*n  ye*ars  e*lapse*el  lx*fe)re*  the  iele*as.  e*mbe)elieHl  in 
thex^e*  pate*nts,  re*ae*he*el  C'enmt  Ein.sie‘ele*l,  whei  se*e*ms  tei  have*  l)e*e*n  the 
fiist  irem  manufacture*re*r  in  Cle*rmany  to  re*e*ognize*  the  importane*e*  eif 
the*  innenatieiu.  He*  built  an  e*.\pe*rime*ntal  re*ve*rbe*rate)ry  furnae*e*  as 
e*arly  as  1796/97  anel  in  1798  re*plae*ed  it  with  a  |M*rmane*nt  one*.  Prei- 
f(*.ssor  Lampadius  of  the*  Fre*ibe*rg  school  of  mining,  the*n  e‘e)nsielere*el  an 
authority,  whei  su|M*rvi.‘<eel  at  vai  ienis  time's  experiments  and  attempts 
at  impre)ve*me*nt  at  the*  Laue*hhammer  Works,  was  re*s|K)nsible  fe)r 
theise*  e*x|M*rime*nts  with  the*  re*ve*rbe*rate)ry  furnace*  alse),  and  he  pub- 
lishe*el  the*  re*sults.  But  he*  labe)re*el  unele*r  ine*orre*ct  che*mie*al  conce*pts, 
anel  his  atte*mpt  at  piielelling  with  chaireial  enele*el  in  failure  anel  had  to 
lx*  abanele)ne*el.^‘'  The*  he*at  prexlue*ible*  by  charceial  eir  we)exl  was  not 
suffie*ie*ntly  high,  nen-  was  the*  pre*s.«iure  provide*el  by  the*  available 
blowe*r  stremg  e*ne)ugh  te)  sue*e*e*e*el.  Xe*ve*rthele'ss,  the*.s(*  e*neleave>rs  were 
noble  and  ne)te*we)rthy  alike*.  I^ess  striking  but  mem*  sue’ce*.*^.^^!!  was 
the*  Weirks’  venture*  eif  using  liepiiel  furnae*e  e*inde*i-s  feir  making  biicks 


I.udwifr  Heck,  (ieschichle  den  Kisens  in  lechniKcher  nnd  kidtingexchichdichfr 
Heziehung  (HraunsehweiK,  1893-1903),  IV\  617, 

Wilhelm  .\uKUst  Lampadius,  Handhuch  der  aUgnneinen  H dttenkunde,  des 
Zuieyien  Theilett  vierter  Hand  enthdli  die  hiittennidnnische  Henutzvng  der  Eisenerze 
dberhanpt,  so  me  der  Frisch processe  nnd  der  Stahlfahrikation  (Gottinpen,  1810), 
98  ff.;  reported  also  by  BeM*k,  op.  cit.,  Ill,  699. 
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f  1796),  both  for  sale  and  use  in  the  plants;  iron  molds  were  used  for 
that  purjKise,  and  the  process  was  improved  in  1813. 

The  failure  of  the  just-mentioned  effort  to  puddle  may  have  lieeil 
incidental  to  the  failure  of  another  enterprise  of  the  Count  which,  in 
turn,  may  have  induced  the  ex|H‘riments.^"  In  the  nearliy  area  of 
Hainichen  there  were  three  seams  of  miiuTal  coal,  tin*  exploitation  of 
which  had  l)een  undertaken  in  1789  by  two  noblemi'ii.  One  of  the  men 
gave  up  as  early  as  1790,while  the  other  sold  his  mining  rights  to  Count 
Kinsiedel.  The  latter,  going  into  the  enterprisi'  with  his  accustomed 
energy,  was  at  first  successful  but  later  ran  into  difficulties:  water 
flooded  the  mine.  After  a  loss  of  74,000  talei-s  he  gave  up  and  sold 
out,  too  early  indi*ed,  for  the  buyer  achieved  considerable  succ(‘ss. 
It  is  .suggested  that  the  attempt  at  puddling  and  this  mining  ventiue 
were  .somehow  connected  and  so  were  the  failures. 

Kxperiments  and  innovations  of  such  character  weie  supplemented 
by  steady  improvement  of  the  plants.  In  1789,  as  alr(‘ady  mentioned, 
the  construction  of  a  new  furnace  was  started.  This  furnace  (a  round 
one)  was  higher  than  the  one  which  it  replaced  and  which  was  dis¬ 
mantled  in  1796,  and  it  was  to  .serve  extensively  in  the  foundry  bu.si- 
ness.  The  foundry  busine.ss’  expan.sion,  in  turn,  nec(‘s.sitated  th<* 
erection  of  new  buildings  for  the  furnace  and  the  foundry  and  for  th<* 
production  of  the  molds.  Built  over  a  numlx*r  of  y(‘ars,  the  furnace 
embodied  ivinarkable  technical  progress  for  which  the  forge  manager. 
Ixihrisch,  was  responsible.  The  outer  walls  were  strengthened  by 
built-in  iron  lattice-work;  hearth  and  bosh  were  reshaped  so  as  to 
obtain  higher  temixTatures.  The  hearth  installed  in  1791  no  longer 
consisted  of  masonry,  as  was  customary,  but  of  a  siiecial  mass  made 
up  of  crushed  and  burnt  gravel  and  clay  stamjx'd  into  iron  box(‘s.^** 
The.se,  when  filled,  were  used  like  bricks.,^'*  Such  mass  had  never  been 
u.s(‘d  before  in  Germany.  The  ex|x*riment  was  so  .succ(‘.s.sfiil  that  ulti¬ 
mately  both  the  bosh  and  .stack  of  the  new  furnace  were  built  of  the 
same  material.  In  1793/94  the  water  supply  of  the  furnace  was  im¬ 
proved,  and  in  1795  and  1796,  respectively,  there  wem  installed  a  new 
water-driven  cylindrical  blower  and  a  new  lx)x  blow(*r.’’*'  Yet  a  still 


200  Jahre  Laiichhammer,  1725-1925  (p.  p.  |I92.*)|),  24. 

Ijimpadius,  op.  cit.,  304. 

See  Beck,  op.  cif..  Ill,  61(5,  731,  732.  On  the  last-naine<i  page  there  are  two- 
drawings  of  the  furnace. 

I>ampadius,  op.  cit.,  297,  reports  that  by  18(K)  a  secomi  furnace  was  built  amh 
held  in  reserve. 
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more  important  step  remained  to  be  done,  a  first  step  toward  replac¬ 
ing  human  labor  by  machines.  In  1797  the  charge  bridge  was  removed 
and  thereafter  the  charging  of  the  furnace  was  undertaken  with  the 
help  of  a  water-driven  hoist.  For  lack  of  sufficient  water  power  it 
was  not  po.ssible  to  go  as  far  as  was  desired,  and  human  muscles  wen* 
still  n(*eded,  at  least  occasionally,  for  .supplementing  water  power  in 
the  hoisting  proce.ss.  In  1800  the  cinder  dump  was  leveled  to  make 
room  for  a  coal  yard  and  a  building  for  coal  storage.  That  building  was 
actually  erected  over  the  years  from  1801  through  1804. 

It  go<'s  without  saying  that  attention  was  also  devoted  to  the  pro¬ 
duction  of  wrought  iron.  In  1781  the  Mittelhammer  added  bar  iron 
to  its  program,  but  in  the  forges  the  policy  of  improvement  did  not 
start  in  (*arnest  until  about  1796.  In  that  year  a  lieginning  was  mad(* 
in  the  forge  at  Sprei'witz;  in  1800  the  Unterhammer  was  rebuilt  and 
rec(*iv('d  a  new  blower;  and  in  1801  the  Burghammer  obtained  in- 
.stallations  for  the  prmluction  of  bar  iron.  By  that  time  the  la.st-named 
plant  gav(‘  up  its  earlier  agricultural  production  on  the  estate  to  which 
it  b(‘longed.  S])(*cializing  in  indu.strial  pursuits  it  lea.sed  its  land  to 
small  jiea.sants  wh(»  in  return  had  to  ke(*p  elev(*n  horses  for  the 
transportation  r(‘(|uirem(‘nts  of  the  forgi*. 

But  the  gr(*atest  of  all  the  achievements  of  tlu*  p(*riod  remains  to  be 
described.  The  Lauchhammer  Works  is  locat(>d  in  a  rolling,  but  not 
mountainous,  country  which  was  swampy  in  the  (*ight<*enth  and  (‘arly 
niiK'teenth  centuries.  ('on.s<*(juently,  lack  of  water  pow(‘r  was  a  factor 
r(‘tar<ling  the  Works’  growth  during  its  first  hundn'd  y(*ars.  In  the 
Lbwendal  era,  as  has  b(*en  descrilx'd  befon*,  wat(*r  rights  w(‘r(*  ac- 
(juired  from  tinu*  to  time,  and  onc(*  tlu*  el(i(*r  Count  Kinsiedel  had 
taken  ov«“r,  much  att(*ntion  was  paid  to  that  crucial  problem.  Im- 
provenuaits  in  tlu*  water  .supply  or  in  tin*  source's  then'of  an*  n'coreled 
for  1778,  1793/94,  1795,  1796,  and  (‘ve'ry  year  between  1798  and  1802. 
(Incidentally,  in  tlu*  latt(>r  year  the  first  w(*ll  was  (lrill(*d  in  Lauch¬ 
hammer  so  that  drinking  water  b(*came  available*  eai  the*  spe)t;  previ¬ 
ously  it  hael  lM*e‘n  e*arte*el  into  the*  .se*ttle*me*nt  anel  plants.)  Xe*ve*rthe- 
le*.ss,  the*  pre)ble*m  e)f  a  limite*el  water  supply  re*maine*el.  "I'lnis  in  the* 
late  I790's  the*  (’eunit  was  stuelying  the*  pe)ssibility  e)f  installing  an 
atme).sphe*rie*  e*ngine.  '’' 

■'*'  TJie  following  is  tiased  on  an  anonyniemsly  published  article*  “Heitriige  zur 
r.eschichte*  eles  Kisens”  in  Stahl  und  Risen,  X.XV  (190.5),  1231-1234,  1300-130.5. 
The*  article*  is  based  on  archival  material,  much  of  which  is  reprintexl  therein. 
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As  early  as  1798,  one  of  the  l(‘a(ling  men  of  the  Lauehhammer 
Works,  traveling  in  north w(*st<*rn  G(‘rmany  in  th(‘  interest  of  tlu* 
Works,  was  dispatelu'd  to  th<‘  Grafsehaft  Mansfeld.  H<*  was  to  eontaet 
(\arl  Friedrich  Biiekling  (17o()-1812),  the  outstanding  Prussian  mining 
official,  who  was  then  in  ehargi*  of  the  work  on  machines  of  the  Pius- 
sian  Departnu'iit  of  Mines  and  M(*tallnrgy  (Masehiiu‘nwes(*n  des 
Priaissisehen  Berg-imd  Hiitten-Dc'partnuMits).’'"  Thus  w(*  find  an¬ 
other  of  the  historical  names  of  Gmnian  eight(‘<‘nth-eentury  tei’hnol- 
ogy  in  th(‘  records  of  tin*  Lauehhammer  Works.  Biiekling  received  a 
lett(‘r  and  tlu'  draft  of  an  (*ngin(‘,  which  s(‘ems  to  have*  Im^cu  designed 
by  the  C'ount  hims(*lf,  and  his  advi<*(*  was  reipic.-^ted.  But  nothing 
eann*  of  th(“.se  initial  negotiations. 

In  1802,  however,  the  matter  was  taken  up  again,  and  it  was  de¬ 
cided  to  add  to  the  (‘xisting  water  powi'r  a  new  .‘Jouree  of  power,  a 
st<“am  (*ngin(‘  to  drive  tlu'  blow(*r  of  th«*  furnace.-’*  It  is  not  known 
whether  this  deei.sion  was  precipitated  by  th(‘  diseoveay  of  lignite  coal 
on  the  (‘.state.  Thos(*  outcropping  deposits  b(‘long(‘d  to  the  <‘.\tra- 
ordinarily  large*  and  rich  lignite  coal  beds  which  still  cover  most  of 
(*ast(*rn  e(*ntral  G(*rmany  and  have*  b(*(‘n  (*xploit('d  on  the  largest  .«<eal(* 
for  about  the  last  hundr(*d  years.-’*  B(*  that  as  it  may,  the*  ('ount  took 
action,  and  Biiekling  |M“r.sonall3’  w(‘nt  toLauehhamnu'r.  bi'came  famil¬ 
iar  with  th(‘  situation,  and  then  .<ugg(*sted  installing  a  steam  engiiu*. 
This  st(*am  engine  was  to  drive*  a  laimp  at  the*  mill  pond,  in  ord(*r  to 
inere*a.se  the*  available*  wat(*r  pow(*r.  The*  proposal  was  w(*ll  in  line* 
with  the*  te*ehnieal  thinking  of  the*  time*,  ste*am  (*ngine*s  then  lM*ing  ve*ry 
wid(*ly  used  for  driving  pumps;  as  a  matt(*r  of  fact,  that  was  the*  pur- 
peh^e*  for  which  the*  e*arli(*st  atmospheerie  engin(*s  had  be*en  u.M*el  e*V(*ry- 
whe*re*.  Biickling’s  plan  was  adopt(*d  and  a  eontraet  made*  in  I)(*eem- 
be*r  of  1802. 

rnd(*r  this  eontraet  Biiekling  unde*rtook  to  have*  an  e*ngine*  built 
aeeording  to  Watt’s  prineiple*s,  probably  in  the*  Royal  Prussian  ma- 
ehine*  shop  in  Hothenburg  on  the*  Saale*.  This  maehine*  shop  was  the*n 
manage*(l  by  the*  I-]nglish  Quake*r,  William  Riehard.  whom  Biiekling, 


See*  luy  e*ssay,  “The*  L(*a(l(*rs  of  tiie  (Je'i-inaii  Steam  l-ji^iiie  liidustry  (iuriuK 
tlu*  First  Hundred  d  ears’’  iu  Journal  of  Economic  Hislorij,  IV  (1944),  122,  123. 

-'*•*  Aeeordins  to  Lampadius,  oft.  cil.,  ,3().j,  in  jM'iiods  of-drau''lit  the  blower  was 
then  worked  hy  man  or  animal  fiower. 

■'*  Deutseher  Hraunkohlenverein,  F.  V.,  Halle  (Saab*),  Ecsl.'<chrift  zum  oOjtih- 
rigen  HcMchen  des  .  .  .  tfiSd-lDSo  (Halle,  193.')),  291  ff. 
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while  in  that  country,  had  induced  to  emigrate  to  Prussia  in  violation 
of  the  British  law.  Richard  had  Ix'cn  taken  into  Prussian  civil  service 
where  he  made  an  (‘xcellent  record  as  one  of  the  earliest  German 
engine  huikhTs.  The  engine  for  Lauchhammer  cost  12,560  Prussian 
talers  including  the  installation,  a  price  which  was  figured  on  the  basis 
of  ten  talers  |X‘r  .siiuare  inclr’’’  of  cylinder  .surface,  and  Buckling  was 
contractually  hound  to  buy  from  the  Lauchhammer  Works  at  the 
regular  .saU*s  prices  the  cast  and  forg(‘d  parts  needed  for  the  engine. 
By  the  end  of  1803  tlu‘  machiiu*  had  be(*n  completed  and  shipped  by 
water  to  Grikk'l  on  the  Plb(‘,  at  a  cost  of  181  takas,  15  groschens  and 
10  pfennigs  ])lus  a  gratuity  of  2  talers  for  the  boatmen.  Trautscholdt 
himself  went  to  Grbdel  to  me(*t  th(‘  engine  and  to  supervise  the  re¬ 
shipment.  Th(‘  incidental  (*xp(>ns('  amounti'd  to  8  talers,  13  groschens 
and  9  pfennigs  which  included  a  tip  to  th(‘  hands  who  had  helped  to 
unload  and  ri'load  tlu*  cargo.  The  Saxon  customs  duty  had  Ixarn 
abated. 

Buckling  was  now  asked  to  come  in  person  to  assianble  and  install 
the  machine.  But  instead  of  coming  he  dispatched  a  competent  work¬ 
er  who  was  paid,  probably  on  account  of  the  engine  shop,  3  talers  per 
day  Im  sid(*s  receiving  fre(*  kxlging,  Ixxi,  and  firewcKxl.  He  was  to  have 
his  nuals  at  the  Works’  tavern  and  to  pay  therefor  out  of  his  own 
|)ocket  But  th(‘  worker  did  not  like  this  id(‘a,  reipiested  free  board, 
and  in  the*  laid  actually  receivi'd  another  2  talers  to  recompense  him 
for  tin  t  (‘xpense.  This  episode  is  indicative  of  tin*  worker’s  im[x>r- 
tanc(*  and  of  his  awarimess  of  his  worth.  He  could  more  or  less  .set  his 
terms.  Mor(*ov(‘r,  wlum  the  job  was  finished,  Lauchhamnx'r  paid  him 
a  “douc(‘ur”  of  no  less  than  100  talers.  Whih*  this  man  labored  on 
a.s.sembUng  and  installing  tin*  machiin*,  the  Works  had  to  build  the 
engiiu'house.  For  that  purpo.s('  a  contract  was  mack*  with  a  ma.son 
according  to  which  lu*  rec(*iv(*d  all  building  matc'iial  frei*  of  charg(‘  and 
was  paid  3  groschens  per  “A7k,”  i.(*.,  for  each  0.5664  meter,  of  wall 
compU‘t(‘d.  The  mason,  in  turn,  had  to  n*mun(‘rate  his  hands;  but  the 
Works  hir(*d  extra  h(*lp  which  jiri'pared  th(‘  mortar  in  order  to  guar- 
ante(‘  its  go<xl  quality. 

Wtum  ev(‘rything  was  comptet(*d,  the  Saxon  mining  official,  Karl 
Gottfried  Baklauf,  in.sjx'cted  the  engine  and  accepted  it  for  the  Works. 
Again  we  meet  in  its  records  oiu*  of  tlu*  outstanding  German  techni- 


.\rtually  i)er  Zoll,  hut  one  Zoll  (•*)rrespon(ls  approximately  to  one  inch. 
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eians  of  the  pt^riod.  Baldauf  (about  1750-1811),'’*’  well-known  at 
Lauehhamnier,  was  at  that  time  an  engine  master  {Kumtmeister)''"  in 
Freiberg.  In  the  Iji'ginning  the  machine  worked  to  the  Count’s  sati.s- 
faction,  except  that  the  fuel  eon.sumption  was  twice  as  high  as  com- 
put(*d.  But  in  the  long  run  the  Works’  managiTiK'iit  was  le.ss  pleast‘d 
and  so  in  1812  .sold  the  engine  for  only  6,200  talers  to  the  .salt  works  at 
Durr(*nlK‘rg. 

An  important  question  remains  to  Ik*  answer(‘d  in  this  section.  How 
did  nuKlern  technical  and  .scientific  ideas  reach  the  Lauchhammer 
])lants  in  the  era  of  the  elder  Finsi(‘del?  There  were  actually  three 
ways:  First,  the  C’ount  acquired  a  library  of  |K*rtinent  technical 
books.'’**  S(*condly,  as  mentiom'd  lK‘fore,  he  reli(‘d  on  advisers  and  was 
lucky  in  the  selection.  ImiiK'diately  after  having  taken  over  tlu*  ad¬ 
ministration  of  the  enterpri.se,  he  called  in  the  highly  n'commended 
Saxon  mining  official,  Glas(‘r.  The  latti’r  po.s.s(‘.Ksed  intimate  knowl¬ 
edge  of  iron  works  in  .s(‘veral  parts  of  G(*rmany  and  was  th(‘refore 
qualificfl  to  maki*  compari.sons.  Glaser  investigat(*d  and  thoroughly 
revamiK’d  the  Lauchhammer  production  methods;  he  was  at  the  same 
time  impressed  by  the  po.s.sibilitie.s  of  the  Works,  and  rightly  so.  Later 
Freiherr  von  Heinitz,  .soon  to  liecome  a  Prussian  ministi'r,  was  con- 
sulti’d,  and  among  the  Count’s  other  advisers  were  .such  men  as  the 
renowiM'd  mineralogist  and  gi'ologist,  Abraham  Gottlob  Werner  (1750- 
1817),  profe.ssor  at  the  famous  school  of  mining  in  Freiberg,  Saxony, 
and,  as  we  have  .seim,  the  chemist,  Profes.sor  Wilhelm  August  Lam- 
padius  (1772-1842),  then  teaching  at  the  .same  school. Both  men 
wen*  l(‘ading  .scientists  in  their  time;  and,  incidentally,  the  Count 
went  far  in  a.ssi.sting  Lampadius  in  his  search  for  theoretical  knowl- 
(‘dge.  Tlu*  third  m(*thod  was  ab.sorption  of  ideas  by  travel  which 
among  other  advantages  had  that  of  enabling  the  traveler  to  compare 
Lauchhammer  methods  with  thost*  u.sed  in  other  similar  enterprises. 

As  early  as  1788  the  previously  mentioned  Johann  Friederich  Loh- 
risch,  a  l(*ading  technician  of  the  Works  (1778-1788  Schichtmeisier: 
1789-1708,  forge  manager),  was  sent  to  Franconia,  Suevia,  and 


See  lH*iow  page  14K. 

T(*  avoi<l  mi.'^understanding.s,  the  eighteenth-century  term  Kunstmtister 
denote<l  an  engineer  and  engine  designer,  not  a  machine  tender. 

See  I^impadius,  op.  cit.,  298.  Incidentally  he  also  collected  minerals  and 
samples  of  protlucts  f*f  furnaces  and  forges. 

See  Festschrift  zum  hundertjiihrigen  JuhiUium  der  Konigl.  Sachs.  liergaka- 
detnie  zv  Freiberg  am  30.  July,  1866  (Dresden,  1866),  8  fT.,  17  ff. 
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thcncc  into  the  an'as  of  the  then  advanei'd  Alpine  iron  industry, 
namely,  Salzhurs,  Carinthia,  Styria,  and  (’arniola,  for  visiting  iniiu's 
and  iron-jirodueing  plants.  He  r(*tnrn(*d  by  way  of  Bohemia.  In  171)2 
he  was  .sent  on  anoth(‘r  trip,  this  tiim*  to  Silesia,  which  ha<l  (‘xpiai- 
enei'd  a  remarkable  growth  and  dev(‘lopm(‘nt  of  its  mining  and  iron 
industry  under  the  administration  of  Prussian  government  officials. 
The  instructions  which  bohriseh  ree(‘iv(‘d  before  going  on  that  trip, 
on  which  Ih*  was  aeeompani(*d  by  th(‘  alri'ady  mentioned  Saxon  min¬ 
ing  official,  Baldauf,  have  survived  and  give  a  good  id(‘a  of  his  pro¬ 
gram.*'”  In  171)6  anotluM-  U'ading  (*mploy(‘(*,  tlu'  Cunductcur  Hass(>, 
was  dispatched  to  tin*  Harz  Mountains.  In  171)7  the  <“lder  ('ount 
Kinsi('d(‘l  himself,  aeeompanii'd  by  a  forge  clerk,  made  a  trip  to  Sih'sia; 
and  in  the  next  yi'ar  we  find  Hassi*  onei*  more  in  Lower  Saxony  and 
th(‘  Harz  Mountains,  proee(*ding  thenei'  to  tlu*  Grafsehaft  Mansf(‘ld, 
an  important  and  advanced  mining  area  wluM-e  Hasse  was  to  study  the 
use  of  steam  (*ngines.  On  that  trip,  as  mentiom'd  abov('.  lu'  mad«*  tin* 
contact  with  Biiekling  which  h'd  to  the  aeiiui.sition  of  the  Laueh- 
hammer  Works’  first  st(‘am  engiiu*.  Finally,  in  1811  the  youngrn- 
Einsied(‘l  and  Trautseholdt  travi'h'd  to  Styria  and  Sih'sia. 

.\ft(*r  th(‘  Napoleonic  Wars,  travi'ling  was  taken  up  again;  in  1811) 
the  foig(*  manager,  Georgi*.  aeeomjianied  a  Saxon  mining  official  to 
Sw(‘d(‘n  and  Norway,  i(‘turning  tlu*  following  y(‘ar  with  an  elaborate 
journal,  as  was  customary.  In  the  yt'ar  1820,  aftia-  a  rolling  and 
slitting  mill  had  been  ordered,  two  men  wen*  .s(‘nt  to  Sih'sia  to  study 
the  o|)(*ralion  of  such  machines.  In  1821  Traut.seholdt  himself  wi'iit 
to  T(‘plitz  in  Bohemia  and  was  peimitted  to  visit  the  Horzowitz  iron 
works  of  ('ount  Wrbna;  their  low  coal  (*onsumption  was  a  matter  of 
(*nvy  and  a  goal  to  lx*  aehii'ved.  It  six'ins  that  in  1822  a  forge  mastc'r 
and  a  skilled  worker  wi'n*  borrowed  from  that  entc'iprise  and  work(*d 
for  soiiK*  whiU*  in  Lauehhamm<‘r.  Grdditz,  and  Burghammer;  how- 
<‘ver,  tlu*  .sourei*  material  is  not  eonelusivi*,  and  tlu*  two  Bolu*mian 
work(*rs  may  havi*  just  b(*(*n  hired.  (But  if  .*«).  how  W(*r<*  th(*y  sel(*et(*d 
and  eontaet(*d?)  It  became  evid(*nt  from  tlu*ir  performanei*  that  tlu* 
low  coal  consumption  in  tlu*  Wrbna  plants  was  due  to  tlu*  kind  of  iron 
wt)rk(*d  tlu*r(*;  nev(*rtlu*l(*ss,  tlu*  Boh(*mian  work(*rs  show(*d  tlu*  way 
to  coal  savings.  In  tlu*  nu*antim(*  oiu*  of  tlu*  young  train(*(*s  of  tlu* 

The  instructions  are  reprint«*(l  hy  Wappler,  “Ol)er)M*rgliaui)tniann  von 
Tre))ra  and  die  drei  ersten  sachsischen  Kunstineister”  in  Mittnhnigi  n  drs  I'rri- 
berger  Altertinnsvernns,  no.  41  (190.^),  141  ff. 
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LaucliluiinincM-  Works  (Alex  by  iiaiiK*)  was  also  s(*nt  on  a  trip  to 
BohiTnia. 

Of  course,  since  such  insix'ctionswere  perniitti'd,  the  Lauchhaminer 
Works  had  to  r(*ciprocate;  as  a  matter  of  fact,  wo  l(*arn  that  the  plants 
receiv(*d  a  ^ood  many  and  oftiai  distinguished  visitors.  In  1782,  for 
exainph*,  th(*  Prussian  mining  officials,  Freiherr  von  Hc'initz  and 
(  ount  Hed<‘n,  wmi*  at  Lauchhaminer. 

In  this  <*onnection  it  is  <*asy  to  (‘xplain  tin*  advantag«‘s  (*njoyed  by 
aristocratic  entiaprisiMs  at  tliis  particular  juncture.  ('raftsm(*n.  of 
course.  consid(*red  all  the  ojierations  of  their  tradi's  as  “mysteries” 
and  wouhl  not  disclosi*  thi'in.  Merchants  gr<‘W  up  in  a  similar  atmos¬ 
phere,  and  if  and  wh(*n  tlu'V  ent<*r(‘d  manufacturing,  tlu'y  did  not  be- 
hav<“  belter  than  craftsmi'ii.  Tlu*  pnwailing  spiint  of  competition 
made  it  impossible  for  them  to  act  otluM  wise.  Aristocrats  livi'd  in  an 
entirely  diffiaent  world.  For  a  nobleman  thi*  id(‘a  of  compi'tition  with 
anothc'r  nobleman  was  unthinkabh*,  although  tlu'ir  factors  might 
compete  in  th(‘  mark(*t.  Maii}’^  of  the  aristocrats,  when  d(‘veloping 
th(*ir  estates  through  industrial  (Miterprises,  thought  of  improvemiMit 
just  as  much  as  of  incoim*,  a  fact  which  det(‘rmiiu*d  th(‘ir  attitiuU*. 
Th(*se  nu'ii  had  (‘asy  acci'.ss  to  other  nobh'inen  and  to  h'ading  .stat(‘s- 
men  and  gov(*rnment  officials  who  in  the  era  of  M(‘rcantilism  did  so 
much  to  iiromoti*  industry  in  tlu*  territories  for  which  they  wen* 
responsibh*.  Thus  before  the  transmittal  of  technical  and  scientific 
knowledgi*  had  Im'coiik*  institutionalizi'd,  nobhauen  had  in  certain 
fi(‘lds  the  best  opportuniti<‘s  for  studying  technical  and  scientific 
progri'ss  whiMcver  achi(>V(*d,  In'cause  they  could  obtain  admission 
everywhere  in  govermiKMit  and  nobi1ity-own(‘d  (aiterprisi's.  Cons(‘- 
(|uently  their  customary  way  of  acquiring  pia  timait  knowhaige  was  by 
traveling  themselves  or  by  sending  the  hauling  men  in  tlu'ir  technical 
staffs  on  I'xtensive  trips. 


In  the  Fra  of  Kinsiedel,  Jr.-Trai  tscholdt  (1805-1825) 

la  veil  from  the  scanty  information  which  we  pos.sess  we  can  draw 
tlu*  conclu.sion  that  by  1805  the  spirit  of  the  Lauchhaminer  W^orks 
was  (‘hanging  in  some  resiK*ct,  although  the  principles  which  had  det(‘r- 
niiiu'd  its  jiolicy  n'lnained  unalter(*d.  Count  I)(‘tl(*v  von  Einsi(‘del, 
Jr.,  tlu*n  assumed  the  ultimate  power  of  th'cision,  but  he  co-o|)erated 
so  clo.s(*ly  with  his  g(‘neral  manager,  Christian  Fri(‘drich  Trautscholdt, 
that  it  is  impossible  to  det<*rniine  exactly  who  of  them  contribut(‘d 
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what.  Yet  it  appears  that  it  was  rather  Trautseholdt’s  spirit  wliich 
was  now  becoming  dominant  in  the  enterpri.se.  (The  young  Count, 
gaining  at  that  time  more  and  more  political  influence,  although  vi.sit- 
ing  the  plants  regularly,  lived  in  Dresden  and  spent  only  the  summers 
at  Miickenberg  Castle.)  One  change  is  obvious:  the  atmo.sph(*re  in 
the  Works  became  a  more  mercantile  one.  As  will  Ih‘  pointed  out 
later,  lK*ginning  by  1800  a  whole  series  of  modern  business  device's  was 
introeluced  in  the  enterpri.se*,  obviously  under  Trautscholelt’s  influence, 
so  that  by  1810  the  Lauchhammer  Works  was  approaching  the* 
character  of  a  busine*ss  e*e)ncern,  while  in  the  eleler  Count  Einsie'elel’s 
era  it  hael  be*en  rather  part  and  parcel  of  the  e*state  of  a  very  progre*s- 
sive*  and  technical-minele*d  noble  lord  and  landowner. 

To  Ik*  sure,  what  underwent  no  change  was  the  intere*st  in  improve*- 
ment  and  innovation.  The  younger  Einsie*del  and  his  right-hand  man, 
Trautscheildt,  we*re*  confronte*d  with  a  major  problem  which  mu.st 
have  come  up  in  the  later  years  of  the*  elder  Einsiedel:  foivsts  anel 
mines  in  the  neighborheKKl  of  the  Works  we*re*  giving  enit.  Se*curing  a 
current  supply  eif  the*  basic  raw  materials  for  the  future*  was  the  pre*ss- 
ing  need  when  they  teiok  over;  and  they  tackle*ei  the  problem  imme*- 
eliately.  As  to  the  eire*  supply,  the  oleler  mine*s  were  reworke*d,  peiorer 
ore  take'll  out,  and  melted  elown,  while  at  the  same  time  new  beig  ore 
mines  at  a  distance  from  the  Weirks  were*  se*cure*el  anel  ope'iieel  up.  In 
aelelitiein  gangue  ore  was  brought  in,  probably  from  the*  Saxem  Erzge¬ 
birge,  that  is  to  say,  a  kinel  eif  ore  oe*curring  in  ve*ins  anel  acceimpanie'el 
by  either  minerals.  Such  ore  was  trie'el  with  a  vie*w  to  de*t(*rmining 
wlu'ther  it  e-eiuld  lie  useel  preifitably  in  the  VV’orks’  furnace*.  The*  e*x- 
periments  .se*em  to  have*  lK‘e*n  of  no  avail  in  the  first  instance*. 

As  to  e*harcoal,  an  aelelitional  e*state  rich  in  timber  was  aceiuire*el; 
large*  trae*ts  of  pote*ntial  weieidlanels  we*re*  elraine*d  anel,  te)ge*the*r  with 
lanel  which  hael  lain  unu.se*el,  plante*el  to  pine*s  anel  firs.  Meire*ove*r, 
bire*he*s  and  alelers  came  to  be*  use*el  for  making  charceial ;  anel  contrae*ts 
were*  conclude*d  with  other  estate*  owners  for  the*  elelive*ry  of  that  fuel. 
The'.se*  me*asure*s  we*re*  supple*mente*d  by  such  actions  as  weiulel  !e*ael  to 
a  saving  eif  e*harcoal:  peat  was  freim  then  on  use*el  in  the  manufae-ture* 
of  e*ineler  bricks,  in  the*  enamel  plant,  and  in  e*very  other  prexlue'tiein 
in  which  chare'eial  was  not  inelispen.sable*  for  te*chnical  re'a.sems.  Meire*- 
over  savings  of  fue*l  were*  achie*ve*d,  as  will  be*  dise*us.se*el  shortly.  On 
the  other  hand,  the*  burning  of  e*hare*oal  was  better  organize*el  anel 
supervise*!!. 

In  this  e*onte*xt  it  e*an  be  unele'rsteieiel  why  the*  younger  Einsieelel,  in 
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his  capacity  as  a  government  administrator,  was  so  eag(‘r  to  promote 
the  improvement  of  the  area  on  the  largest  scale.  Since  the  middle  of 
the  eighteenth  century  the  valley  of  the  Schwarzi*  Elster,  the  area  in 
which  Lauchhammer  is  located,  had  become  swampy;  it  was  to  1m* 
drained  again  with  gov(*rnm(*nt  assistance,  .so  that  large  areas  would 
lx*come  available  for  agricultural  purposes  and  for  exploitation  as 
forest  lands.  Preparatory  steps  were  actually  taken,  but  at  that 
point  the  Wars  of  Lilx'ration  interfere*!!,  and  under  the  P(*ac(*  Treaty 
of  1815  the  vall(*y  was  c(*ded  by  Saxony  to  Pnissia.  A  mi'inber  of  the* 
Ein.sie*del  family  then  shifte*el  pre*s.sure*  tei  Berlin,  but  the*  actual  drain¬ 
age  of  the*  re*gion  came*  emly  in  the  1850’s  and  had  no  elire*e‘t  influe*ne*e* 
on  the  Works’  future*. 

The  improve*me*nt  eif  the*  wate*r  supply,  e*siK*e*ially  by  the  elrainage* 
of  the  ('ount’s  e*state*s,  re‘maine*d  a  concern  of  the*  VV’eirks’  administra¬ 
tion,  as  it  hael  be*e*n  Ix'fore,  and  me*asure*s  to  that  e*fTe*ct  were  now 
being  facilitate*el  by  a  shift  of  the*  re*.spe)nsibilitie*s  the*refor.  Actions 
toward  improving  the*  water  supply  we*re*  take*n  in  1805,  1806,  1810, 
1813. 

So  much  about  the*  imprenement  eif  the  raw-mate*rial  situatiein  anel 
about  such  matters  as  we*re*  ele*te*rmine*d  by  raw-mate*rial  ne*e*ds.  In 
addition,  much  atte*ntion  was  give*n  tei  the*  be*tte*rme*nt  of  the*  furnae’e* 
and  the  founeiry  e'quipment.  (Since*  the  furnae'e*  was  fire*el  with  char¬ 
coal  until  after  the*  cleise*  eif  the*  pe*rieMl  unele*r  inve*stigatie)n,  it  cenilel 
eluring  that  time*  still  st*rve  as  a  fenmdry.)  Mexst  impeirtant  amemg 
the  imi)re)ve*me*nts  eif  the*  furnae*e  were*  the*  installatiem  eif  ne*w  ble)we*i-s 
to  be*  we)rke*el  by  a  ste*am  e'ligine  (1807)  anei  the*  re*e*e)nstructie)n  eif  the* 
furnae*e*’s  beish,  a  ste*p  whie*h  le*d  to  a  e*e)nsiele*rable*  .saving  eif  e*hare*e)al. 
More*ove*r,  the  foundry  buileling  re*e*e*ive*el  a  ne*w  fenmdatiem;  aneither 
re'verberateiry  furnae*e*  was  put  intei  ojM*ratie)n  in  1813,  mene*  patterns 
and  meilds  we*re*  ae-quire'd  ( 1807,  181 1),  anel  leiam  casting  was  re*plae*e*el 
more*  and  meire  by  .sanel  e*asting.  Ameing  the  ne*w  preHlucts  whie*h  it 
was  po.ssible  to  put  ein  the  marke*t  we*re*  e*namele*el  pi|M‘s  ( 1808),  a  still, 
large'r  than  any  the  Weirks  hael  maele*  Ix'fem*  (1810),  anel  clex'ks,  the* 
first  of  which  liael  be‘e*n  proeluce*el  in  1805.  The*  e*le)e‘ks  we*re  rathe*r 
popular,  although  e*xjM*nsive*,  the*  prier  be*ing  140  Prus.sian  talers  with¬ 
out  fae*e  and  bell.^‘  In  1811  the*  foundry  re*ce‘ive*el  a  drying  chamlM*r 
and  hoisting  gear. 

These  change*.s  were*  parallele*d  by  the  deve*le)pme*nt  eif  the*  forge*s: 


Stahl  and  Eifien,  XXV  (190,j),  1,302. 
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In  180"),  1808,  1810,  1811,  and  1812  the  Spivi'witz,  Burgliainincr. 
Griincwald  and  Gioditz  plant.‘<  won*  partly  n'hnilt  or  onlargod  or 
improvi'd.  In  1808,  1811,  and  1812  the  ()l)(*rhannnor,  Untorlniin- 
inor,  and  tl»o  forgo  at  Grihu'wald  r(*o(‘ivod  n(*w  blowers. 

Still  more  important  w<‘n*  (“xpan.sions  along  modern  liiu's,  some  of 
tlu'in  r(‘))r(“.s(>nting  d('rivativ(*  innovations;  1807  witne.ss(‘d  the  (‘n*etion 
of  an  amu'aling  furnaei*  .so  that  mall(*al)le  iron  could  be  produced;  in 
1808  and  1813,  r<“sp(‘<-tively,  tlu*  ( )b(‘rhamm(*r  and  tin*  Lauehhamm(*r 
plants  ree(“ived  rev(‘rb(*ratory  furnaces;  the*  y(‘ar  1800  gav(*  th(‘  Works 
a  larg(“r  boring  maehiiu*  which  must  have*  resulted  in  greati'r  efficiency 
in  tlu*  boiing  of  cannon  tub(*s  and  (*ngin(*  cylind(*rs;  finally  the  r(*cord 
for  1812  shows  the  (*stablishnu‘nt  of  what  was  (*alled  a  SchUisseiri, 
lit(*rally  translat<‘d  a  blacksmith’s  workshoj),  but  I  think  it  was  rath(*r 
a  small  machine  shop,  d(*.signat<*d  by  an  old-fashion(*d  name. 

At  this  point  of  tlu*  Works’  d<‘V(*lopnu*nt  tlu*  Wars  of  Liberation 
b(‘gan,  and  in  tlu*  cour.s(*  of  tlu*  y(*ar  1813  Lauchhamm(*r  was  occupied 
by  Russian  and  Prussian  troops.  But  tlu*  plants  W(*r(*  lucky;  tlu'n*  was 
no  looting  and  tlu*  damag(*  .sustaiiu*d  r(*main(*d  small,  partly  b<*cau.s<‘ 
loyal  work(*r.s  had  .succ(*(*d(*d  in  hiding  a  good  deal  of  ammunition 
which  tlu*  (*nt(*rprise  had  produc(*d  and  which  had  not  b(*en  shipp(*d 
prior  to  the  (*ntry  of  tlu*  (*nemy  troops.  (Tlu*  reader  is  n'lninded  that 
the  King  of  Saxony  was  Napoleon’s  most  loyal  ally.)  Co.s.sack.s  took 
thr(*(*  work  hor.s(*s,  grapi*  shots  were*  attaclu*d,  anti  forg<*d  iron  parts 
rt*(iui.sitioiu*d  for  tlu*  building  of  a  pontoon  bridge*  over  the  Klbt*;  .some 
molds  which  .s(*rv(*d  for  the  casting  of  ammunition  W(*re  delib(*rately 
destiDyt'd;  and  sonu*  (*xp(*rienc(*d  foundry  work(*rs  w(*r(*  draft(*d  into 
military  .service.  At  tlu*  pr(*sent  time  we  would  consid(*r  this  kind  of 
war  almost  idyllic. 

The  pt*ac(*  treaty  of  1815  brought  the  (*nt<*rpris(*  mort*  .s(*riou.s  prob- 
l(*m.s:  most  of  the  Lauchhammer  Works’  plants  wert*  in  ar(*a.s  ced(*d  to 
Prus.sia  and  only  tho.se  at  Groditz  and  some  miiu*s  r(*mained  in  tlu* 
Kingdom  of  Saxony.  In  1818  a  new  Pru.ssian  customs  tariff  went  into 
eff(*ct  which  opeiu*d  tlu*  markets  of  the  latter  r(*alm  to  Lauchhamnu*r 
l)roduct.s.  This  change*  pre)ve*d  fave)rable  for  the*  distributie)n  of  e*ast 
ire>n  anel  artie'le*s  maele*  the*re*fre)m  while  those*  fre)m  wreeught  iron  hael 
ne)w  to  fae  e*  the*  ce)mpe*titie)n  of  Branele*nburg  anel  Sile*sian  iron  works. 
More*e)ve*r,  the*  Pru.s.sian  tariff  e)f  1818  put  an  e*xport  duty  e>n  crude*  iron 
(a  hange)ve*r  fre)m  the  Meirantilist  e*ra)  which  made  it  impo.ssible  te> 
proviele*  the*  (Saxein)  Greklitz  plant  with  its  raw  material.  Fe)r  ye*ar.s 
thereafter  this  plant  was  fe)re*e*el  te)  weerk  e)n  the*  basis  e)f  .scrap  irein  e)f 
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which  several  thousand  centners  were  bought.  By  that  time  the  saU* 
in  Saxony  of  the  now  Prussian  LauchhammtT  Works’  products  was 
impt‘ded  by  a  Saxon  customs  duty  of  16  groschens  jM'r  100  jiounds  of 
wrought  iron  and  6  groschens  per  100  pounds  of  cast  iron  (both  rates 
also  applying  to  products  made  therefrom).  In  1822  however,  by  the 
Saxon  “mandat(‘”  of  March  23,  these  rates  were  reduced  to  7  .and  1 
groschens,  respi'ctively,  if  the  iron  was  importc'd  from  works  located 
in  former  Saxon  territories.  This  measure,  among  others,  earn(‘d  th<^ 
younger  Einsi(‘d(‘l  th(‘  alluded-to  denunciation  of  having  abusinl  his 
political  power  in  his  private  interest,  an  accusation  which  was  l(‘veh*d 
against  him  by  his  Saxon  comjx'titors,  of  course.  How  tnie  it  was 
cannot  be  determined  on  the  basis  of  the  sources  availabh*  hen*.*’- 
By  that  time  the  Lauchhammer  Works  had  acquired  a  reputation 
for  the  high  quality  of  its  products,  which  Trautscholdt  a.ssigned  to 
the  following  measures.  First,  managiunent  developed  the  policy  of 
installing  at  the  forg(‘s  continuously  new  and  stronger  blowers  (con¬ 
currently,  there  s(‘ems  to  have  Imhmi  the  tendency  to  rei)lace  box 
blowers  by  cylindrical  oiu's).  S<‘Condly,  there  was  a  candul  si'lection 
of  good  raw  mateiials.  Limestone  of  poor  quality  was  ri'placed  by 
iM'tter;  and  the  (piality  of  charcoal  was  improvixl.  Only  such  bog  ore 
as  underlay  meadows  was  taki'ii  and,  once  mined,  w(‘ll  handled;  noiw' 
was  miiHsl  in  swamps.  ()n*s  wen*  p(*rmitt(‘d  to  lie  for  several  years,  so 
as  to  uiuh'igo  a  proc(*ss  of  oxidation  Ix'fon*  th(*y  were  nu'lted  down. 
Large  stores,  bound  to  accumulate  under  this  jiolicy,  had  the  advan¬ 
tage  of  iM'rmitting  tlu*  delilx'rate  mixing  of  or(*s,  alliuh'd  to  in  th(*pn*- 
ceding  installment  of  this  artich*.  Such  mixing,  in  turn,  guarantee<l 
the  uniformity  of  the  furnace  charges.  Chemical  analyses  had  ad¬ 
vanced  to  till*  |)oint  of  making  this  proeedun*  f(*asibl(*.  Thirdly,  the 
furnace  was  now  run  systematically  on  the  basis  of  scientific  principles 
and  practical  exj)eri(*nce,  and  its  jiroduct  was  also  sub.j«*cted  to 
chemical  analysis. 

R(‘putation  was  r(*flected  in  the  numlx'r  and  size  of  tlu*  incoming 
or(h*rs,  and  aft(*r  1815  it  s(*ems  to  have  b(*en  ]X)ssible  to  drive  the  com¬ 
peting  Bohemian  iron  from  the  markets  to  which  the  conc(*rn  cater(*d. 
Mor(*ov(*r  the  industrial  revolution,  then  und(*r  way  in  G(*rmany,  led 
to  an  ev<*i -increasing  demand  for  iron  and  iron  products.  Thus  soon 
after  tlu*  Xapol(*onic  War,  ord(*rs  canu*  to  outrun  capacity,  r<*gard- 


I  Karl  von  Welx'r,  “Detlev  (Iraf  von  Kinsiedel,  KoniKlidi  S:ichsisvli«>r  t’abi- 

i|  nots-Minister”  in  Archivfur  die  Sdchsische  Geschichte,  I  (lK(i3),  187. 
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loss  of  continuous  expansion  and  iinprovcnuaits.  In  view  of  the  cus¬ 
toms  situation,  as  it  presented  itself  in  1818,  th(‘  decision  was  made  to 
build  up  the  Gioditz  plant  which  was  to  take  care  of  the  old  Saxon 
cast-iron  customers  and  the  state’s  market  in  geiuMal.  An  extensive* 
foundry  was  (‘r(‘ct(‘d  on  fill(‘d-in  swamiiland.  It  r(‘lied  for  the  first 
years  on  the  use*  eif  e*ui>ola  furnae*e*s  that  melte*el  eleiwn  scrap,  as  men- 
tione*el  be*fore*.  (The*se*  furnace*s  were  an  important  e*ighte'enth-ce*ntury 
inve*ntion  which  maele*  e'asting  inele*pe*nelent  freuu  blast  furnaces.)  In 
this  e*e)nnee*tion  Greielitz  re*e*e*ive*ei  a  me)ele*rn  ele)uble*-acting  cylinelrical 
blowe*r  of  the  Knglish  tyjM*,  a  be*tte*r  water  supjily,  anel  a  ne*w  water 
whe*e*l.  The  impre)ve*me*nt  of  the  water  sujiply  was  e*e)uple‘el  with  the* 
eligging  of  a  barge*  e*anal  whie*h  was  te)  link  Greklitz  with  an  oleler  canal 
e*onne*e*ting  with  the*  Kibe*  at  Grbele*!.  The  buileling  of  the*  fenmdry 
starte*el  in  Se*pte*mbe*r,  1818;  in  May,  1819,  the*  ne*w  plant  we*nt  into 
e)pe*ration  anel  still  in  the*  same  ye*ar  re‘ceive*el  an  aele*e|uate*  storehenise* 
for  ireai. 

4dus,  howe*ve*r,  weis  einly  the*  be*ginning.  In  1825,  threnigh  the*  e*re*e*- 
tion  of  a  blast  furnae*e*,  the  Groelitz  branch  be*came*  an  inele*pe*nele*nt 
inte*grate*el  e*nte*rprise,  affiliate*el  with  the  Laue*hhamme*r  Works.  At 
the*  .same*  time,  the  way  was  pave*el  for  the*  aeloptieui  e)f  a  juomising 
new  te*chnole)gy:  the  furnace*  was  so  ce)nstnicte*d  that  coke  coulel  be* 
u.se*el  the*re*in.  Thus  the  plant  was  fre*e*el  jiotentially  from  the  hamper¬ 
ing  scare'ity  of  e*hare*e)al,  while  it  could  also  cut  loose*  from  the  use  of 
local  be)g  ene*.  The*  furnace  was  to  me*lt  gangue*  ore  to  lie  mine*el  in  the* 
are*as  of  Moritzburg  anel  Gre>sse*nhain  north  eif  Dre*sele*n  anel  in  that  e)f 
Be*rggie*sshulK*l  ne*ar  Pirna.  This  ele*cisie)n  she)we*el  se*lf-ce)nfielence*  anel 
reliance  in  the*  ability  tei  hanelle*  elifficult  technie*al  preibk'ius,  for  the 
olde*r  irein  inelustry  base*el  em  the*  e)re*s  e)f  Be*rggie*ssluibel  hael  pre)eluce*el 
metal  of  a  ne)te)rieuisly  peieir  epiality.  As  a  matte*r  of  fae*t,  after  1880 
the  Lauchhammer  Works  re*e)|M'ne*el  the  abanelone*el  mine*s  in  this  are*a, 
a  re*markable*  ae‘hie*ve*me*nt.‘’'^ 

By  that  time  the*  Groelitz  plant  was  ae'epiiring  a  reputatiem  fe>r  the 
pre)eluctie)n  e)f  pipe*s  fe)r  wate‘r  anel  gas  works  anel  eif  e*ast-iron  preielucts 
use*el  as  ace*e*s.sorie*s.  Groelitz  thereby  e*ame  to  eeuujM'te  with  the  Eng¬ 
lish  iron  works  which  hael  elelive*re*d  all  such  e*eiuipme*nt  te)  the*  e*arlie*st 
German  gas  weirks  ere*cte*el  by  an  English  e*ompany  after  1820.  As 
e*arly  as  1827  Groelitz  coulel  boeik  its  first  sue*ce*.ss  in  the  fie*lel,  anel  for 


HegardiiiK  thi.s  place,  see  August  Schumann,  VolMdndiges  Stoats- 1 *os(-  und 
ZeitungsUxiknn  von  Sachsen  (Zwickau,  1824),  I,  313  ff. 
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many  veal's  thereafter  it  was  the  only  pi|x*  foundry  of  importance  in 
central  Germany.  To  be  sun*,  for  many  years  the  crude  iron  produced 
in  th(‘  Griklitz  furnace  was  not  giMnl  enough  for  those  high-quality 
jinnlucts,  and  that  basic  mat(*rial  was  bought  in  England  and  Scot¬ 
land  and  from  G(*rman  works  in  the  Harz  Mountains  and  the  Xa.ssau 
ar(‘a. 

W(‘  now  ri'turn  once  more  to  the  years  1816-1825.  The  spirit  back 
of  till'  actions  and  of  the  expansion  of  that  (*ra  was  in  no  way  distin¬ 
guishable  from  that  dominant  in  the  earli<*r  periiMl,  and  the  Works’ 
administration  nMnaiiu'd  in  the  vanguard  of  the  industry.  But  the 
problems  to  lx*  solved  were  changing.  To  lx*  sun*,  we  h(*ar  again  of 
improvem(*nts  of  the  wat(*r  supply  (1814,  1818,  1819,  1822,  1824), 
but  now  for  the  first  time  we  also  l(*arn  that  something  was  b(*ing  dom* 
for  the  n*moval  of  the  wasti*  water  (1816,  1824). 

In  tin*  forges  and  finishing  jilants  th(*u*  wen*  all  sorts  of  improvi*- 
m(*nts,  and  some  of  them  wen*  n*built  or  enlarg<*<l.  H(*re  an*  the  dates: 
Burghammer:  1816,  1818,  1819;  Lauchhamnu*r:  1817,  1821,  1823; 
Griin(*wald;  1818;  Mittelhamm(*r:  1818,  1820,  1821 ;  Spre<*witz:  1819, 
1821.  But  the  emphasis  of  bett(*rment  was  .shifting.  Stn*ss  was  now 
being  laid  on  en*cting  bett(*r  storagi*  facilities:  Burghamm(*r  received 
a  storehouse  for  coal;  Lauchhamm(*r:  buildings  for  storing  iron  and 
limestoiK*;  Mittelhamm(*r:  a  coal  shack. 

Turning  to  the  furnac(*s,  we  l(*arn  that  one  of  th(*m  was  improved 
in  1821  by  the  installation  of  a  st(*am  engine  so  as  to  continue  its  ojx'ra- 
tions  during  p<*ri(Kls  of  draught  or  ic(*.  The  engim*  was  prtxluced  by 
Wilh(*lm  Holtzhaus(*n  (1768-1825)  at  the  Royal  Prussian  forge  at 
Gleiwitz,  Upper  Sil<*sia,  which  had  Considerable  engim*  jiroduction 
betwe(*n  1794  and  about  1825.*’^  Moreover,  the  Burghammer  furnaci* 
n*ceiv(*d  a  new  building,  blower,  and  lining;  it  was  r(*plac(*d  by  a  new 
one  in  1823. 

In  addition  to  such  improvements,  as  remained  essentially  within 
the  established  patterns,  attention  was  also  directed  to  more  funda¬ 
mental  technological  progress  and  derivative  innovation.  In  1814, 
the  Works  built  an  implement,  designed  by  the  previously  mentioned 
very  reputable  engineer,  Brendel,  for  preparing  the  loam  needed  in 
the  process  of  casting.  In  1816,  the  enamel  work  received  a  plant  for 
crushing  quartz,  several  new  furnaces,  and  a  larger  laboratory.  But 


S<*f  iny  article  in  Jour.  Ecou.  Hist.,  IV  (1944),  125. 


156  Bulletin  of  the  Business  Historical  Society 

that  year  was  especially  noteworthy  for  the  erection  of  a  cupola  fur¬ 
nace  in  Lauchhammer.  The  attempt  to  operate  it  with  charcoal  was 
immediately  successful,  so  that  a  second  such  furnace  was  installed 
in  the  following  year.  The  importance  of  this  innovation  has  been 
alluded  to  above.  We  may  assume  that  thereafter  objects  were  cast 
no  longer  directly  from  the  furnace  which  from  then  on  produced  pig 
iron  only.  In  1817,  the  Lauchhammer  plant  was  provided  with  a 
furnace  to  produce  lime  for  building  purposes  and,  in  1818,  with  a 
screw-cutting  machine  and  a  wood  workshop.  Other  new  lines  were 
taken  up  when  in  1820  the  Lauchhammer  plant  was  provided  with 
two  lathes  for  making  large  rollers,  and  when  in  1821  the  somewhat 
neglected  Coyne  plant  received  a  rolling  and  slitting  mill.  The  latter 
was  ordered  in  1819  in  Upper  Silesia  from  the  forge  master  Abt  who 
is  not  identifiable.  It  was  not  a  modern  rolling  mill,  however,  since  it 
did  preparatory  work  only  and  left  the  finishing  of  the  plates  to  the 
hammer. 

Parallel  with  the  improvements  of  the  plants  went  improvements 
in  office  procedure.  As  early  as  1797  the  Works’  correspondence  was 
put  on  a  mercantile  basis,  letterbooks  were  introduced  and  all  incom¬ 
ing  orders  written  into  an  order  book  whose  pages  were  currently 
paginated.  One  may  assume  that  by  that  time  the  Works’  accounting 
procedure  was  of  the  type  now  called  cameralistic,  i.e.,  identical  with 
that  used  by  contemporary  estates  and  territorial  authorities.  For 
the  elder  Count  Einsiedel,  a  land  owner  and  leading  government 
official,  such  procedure  would  have  been  most  natural.®^  In  the  late 
1790’s,  when  Trautscholdt  entered  the  employment  of  the  Lauch¬ 
hammer  Works,  its  management  seems  to  have  been  planning  a  re¬ 
organization  of  the  traditional  accounting  methods.  Trautscholdt 
may  have  introduced  mercantile  double-entry  bookkeeping  by  1800; 
at  any  rate,  in  1804  the  first  balance  was  struck  and  in  this  connection 
a  capital  account  set  up. 

The  Einsiedel,  Jr. -Trautscholdt  era  experienced  further  noteworthy 
progress  of  office  procedure.  When  in  1816  the  first  cupola  furnace  was 
erected,  the  capital  cost,  the  cost  of  experimentation,  and  the  current 
expenditures  were  put  into  a  special  account  which  was  credited  with 

See  Herbert  Bulil,  “AnfiinKe  der  kameralistisehen  BuchhaltunK"  in  Zeil- 
schrift  fur  Hamlelsunssrnschaft  und  Hnndelspraxis,  XXII  (1929),  111  ff.,  211  ff.; 
Ernst  Walb,  Die  Erfolgsrechnung  primter  und  (iffentlicher  Hetriebe:  Eine  Grund- 
legung  (Berlin,  1926),  208  ff. 
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th(‘  sales  of  such  goinls  as  \v(*r(‘  produced  by  the  furnace.  In  the  past 
the  cost  of  establishing  and  putting  into  opiTation  new  plants  or 
machines  had  never  la'en  kept  s(‘parate,  so  that  in  1816  for  the  first 
time  it  la'caim*  possibh*  to  determim*  the  profitability  of  innovations. 
Th(‘  n(‘w  m(*th(Kl  .seians  to  have  b(*come  accept<*d  practice*  thereafter. 
Otla*!-  e-hanges  in  the  accounting  procedure  r(*flect(*d  tight(*r  control 
or  led  to  b(*tt(‘r  handling  of  raw  materials.  Prior  to  1809  and  1814, 
r(*spectively,  a  certain  percentage  of  ore  and  coal  was  written  off 
automatically;  from  1816  on,  this  practice  was  abandoned. 

To  BE  Continued 

Fritz  Redlich 

Research  Center  in 

Entrepreneurial  History 
Harvard  University 


AN  ENGLISH  MERCHANT  HOUSE 
IN  CHINA  AFTER  1842 

.  .  .  All  untried  business,  enteretl  into  by  many  recklessly  and  iKiiorantly,  and 
sure  therefore  to  lie  overdone  at  first,  ending  in  heavy  losses,  taking  time  to  wml 
out  the  unknowing  and  imprudent.  .  .  . 

William  ItATHOXE,  V 

1 

A  good  deal  has  lieoii  written  about  geneial  eoniineree  bidween 
Britain  and  China  in  the  mid-nineteenth  eentury.-  But  little  is  avail¬ 
able  to  illuminate  the  problems  of  trading  as  they  confronted  partic¬ 
ular  persons  or  commercial  Hou.ses.  The  surviving  records  of  Rath- 
bone,  Worthington  and  Co.  make  po.s.sible  a  study  of  the  (piestion: 
what  .sort  of  calculation  did  rational  men  attempt  in  ord(>r  to  turn  to 
profit  these  new  and  inchoate  markets?'* 

In  the  early  forties  of  the  la.st  century,  China  offered  a  dramatic 
challenge  to  young  English  merchants.  The  East  India  Company’s 
monopoly  in  trading  to  the  Cel(*stial  Empiri*  ended  in  1888;  the 
Cohong,  the  corresjionding  monopoly  on  tlu*  (’hine.sc  side  was  de¬ 
stroyed  by  the  Treaty  of  Nanking  in  1842.  To  the  great  conci'in  of  the 
Chinese  authorities  the  merchants  of  the  west  were  at  libiaty  to  im- 
jiact  upon  their  economy.  A  group  of  young  men  in  tlu*  north  of 


'  William  Hathboiic,  V.,  to  S.  (1.  Hathboiic  at  C'aiitoii,  .Ian.,  lS4.j. 

-  SiK*  \.  SargiMit,  Angl()-('fnniKc  ('oinnierct'  and  lliftlomacif  (Oxfni'd,  ltH)7);  H. 
H.  Morse,  Thi  I ttterunlionnl  Itrlatious  of  the  ('hittesc  Empirv,  Thr  /Vrnw/  of  Con¬ 
flict,  18;14-1S()()  (London,  1010);  H.  H.  Morse,  7'hc  Tratle  and  Adoiitiislmtiou  of  the 
('hiticKc  Em/nrr  (I.ondon,  1008);  S.  F.  Wrigbt,  Hart  nttd  the  Chinese  Customs 
(Hella.st,  lO.W). 

The  chief  manuscript  .sources  are  the  Hathbone  Family  PajMTs  and  tlie  Hatli- 
bone  Husim*ss  Papers,  hereafter  di'signated  H.  F.  P.  and  U.  It.  P.  (Jenerous  facili¬ 
ties  for  studying  the  former  were  made  available  by  Mrs.  Kvelyn  Hathbone,  to 
whom  I  am  greatly  indebted.  The  latter  valuable  l•ollection  has  been  deposited  on 
loan  with  the  Department  of  Fconomics,  The  Fniversity  of  Liverjiool,  by  the  firm 
of  Hathbone  Hrothers.  The  records  of  Hathbone,  Worthington  and  (’o.  extend 
lieyond  the  period  treated  here,  hut  the  present  intention  is  to  deal  with  the  first 
decade  of  the  trade.  I  .should  also  like  to  thank  Mr.  .1.  Murphy,  of  the  Depart¬ 
ment  of  Filucation,  Liver|)ool  Fniversity,  who  drew  my  attention  to  the  above 
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KriKland,  all  former  schoolfellows,  responded  at  once;  William  and 
Samuel  Rathlxine  of  Liverpool,  and  Thomas  Ashton,^  James  Worth¬ 
ington,^  and  James  Birley  of  Manchester,  almost  simultaneously  em¬ 
barked  upon  the  new  markets.  Thomas  Ashton  sought  connections 
for  his  flouiishing  Manche.ster  House,  largely  through  his  young 
friends;  James  Birley  s('t  up  his  own  business  in  Canton;  and  the  two 
Bathbones,  under  their  father’s  aegis,  joined  with  James  Worthington 
in  carrying  the  Rathbone  name  to  Canton  and  Shanghai.* •*’ 

'I'he  new  trade  was  v(‘ry  different  from  that. to  lx*  expected  from  an 
apprentieeship  in  an  established  Hous<‘  in  Liverfiool  or  Manche.ster. 
It  was  conducted  in  a  setting  more  alien  than  any  other,  where  the 
rulers  of  a  proud  but  decaying  empire  granted  siiflferancc  only  after 
they  had  bt*en  coerced.  Its  commercial  institutions  for  forcMgn  deal¬ 
ings  were  in  merest  embryo.  Trade  in  its  h'gitimate  comnuKlities 
was  highly  volatile:  lea,  silk,  Indian  cotton;  its  gn-at  staple,  opium, 
was  both  baleful  and  illegal;  smuggling  was  universally  practiced 
with  ludicrous  ease.  Inevitably  abuses  l)ecame  cumulative,  for  what 
House  could  long  forego  the  large  profits  which  seemed  to  accrue  .so 
readily  to  easy  commercial  virtue? 

The  new  young  men  from  Liverpool  and  Manchester  had  lx‘en 
raised  in  the  strictest  lilx'ral,  Unitarian  tradition.  For  them  it  was  a 
commoniilace  that  foreigners  were  worthy  of  respe(*t.  that  laws  should 
lx*  olK'yed,  that  business  succeeded  lx*st  with  hard  work  and  th(*  con¬ 
scientious  discharge  of  bargains,  that  nothing  whatev(*r  could  excust* 
the  debauching  of  othei’s.  Their  livals  were*  tho.s(*  who  had  by  subter¬ 
fuge  traded  in  China  even  under  the  Fast  India  Company,  tho.s(‘  who 
had  come  afti'r  1833  and  urged  on  the  breakdown  of  the  Cohong,  and 
tho.se  who,  though  also  n(*wly  arrived,  w(*r<*  encumlx'ied  with  l(*.s.*s 
.scruple. 


II 

Well  b(*fore  the  Treaty  of  1842,  Rathbone  Brothers,  for  two  genera*- 
tions  a  leading  firm  in  the  American  trade,  had  Ix'cn  pondering  what 
China  might  hold.  They  had  many  connections  among  the  merchant.s. 


*  For  bioKraphiciil  details,  set*  a  brocliurc  published  by  .Ashton  Hrothers  and 
Company  Limited. 

■'  Obituary,  Mancheatcr  (luaniinn,  .Aug.  22,  1SS7.  WorthinKt«»n  was  a  favourite- 
prot^K^  of  the  first  Thomas  Ashton. 

•*  They  were  joined  in  18.M)  by  W.  S.  Brown. 


160 


Bulletin'  of  the  BusiniSSs  Histokical  Society 


of  Boston  and  Salem,  who  as  long  ago  as  1784  were  driving  a  thriving 
trade  with  the  East  Indies  and  China,  and  supplying  much  of  north¬ 
ern  Europe  with  teas,  spices,  silks,  sugar  and  coffee  from  the  East." 
William  llathbone,  as  the  agent  of  the  East  India  Company  in 
Liverpool,  already  knew  something  of  India  and  China,  It  appeared 
to  him  and  Powell  his  partner  that  the  new  China  trade  might  be  a 
useful  complement  to  the  old  American  dealings.  The  young  William 
fully  concurred.  He  had  concluded  that  the  American  trade  was  likely 
to  Ije  unstable  for  .some  time,  and  informed  his  father:  “We  must  have 
some  other  lai.siness  in  which  to  employ  our  funds,  when  we  do  not 
think  it  advisable  to  do  anything  with  the  United  States.”  In  this 
.sen.se  the  Rathbones  were  attracted  to  C'hina  for  reasons  different 
from  those  affecting  most  East  India  Houses  created  after  1833;  the 
former  .saw  China  as  a  complement  to  Anuaica,  and  the  latter  saw  it 
ratluM-  as  completing  the  new  trading  area  partially  opened  with  access 
to  India  in  1813.  In  fact  under  the  severe  buffetings  that  the  American 
business  suffered  in  the  mid-forties,  William,  .Ir.,  went  so  far  as  to  say: 
“We  are  really  becoming  rather  tired  of  the  trade  and  if  we  can  only 
make  anything  of  the  East  I  think  our  affections  will  gradually  turn 
thitherwaid.”^ 

John  Bates,  who  had  extensive  Eastern  as  well  as  American  connec¬ 
tions  was  con.sulted  in  1841,  replying  that  “with  regard  to  the  China 
busine.s.s,  it  will  be  time  enough  to  talk  of  it  when  the  trade  has  been 
o{)en  for  two  or  three  years.”'*  He  advised  against  participating  in  the 
hazards  of  the  period  immediately  after  the  Tn^aty ;  Ratlibone  Broth¬ 
ers  concurred,  and  in  the  interim  William  set  off  for  a  tour  of  America, 
charged  with  contacting  those  who  knew  the  trade  to  Canton,  includ¬ 
ing  the  important  Ru.ssell  and  Comy>any,  or  those  who  might  be 
prepared  to  do  bu.sine.ss  with  a  pew  English  Hou.se  in  China. 

On  William’s  return  to  England  in  1842  pn'paiations  for  the  China 
venture  lK‘gan  in  eariu'st.  The  paitnership  was  foiined,  embracing 
James  Worthington,  William  Rathbone,  Jr.,  and  Samuel  Rathbone, 
ages  twenty-five,  twenty-three,  and  twenty-one,  resjx'ctively.  The 


^  See  K.  S.  Latourette,  The  History  of  Early  Relations  between  The  I'nited  States 
and  China,  1784-1S44-  (Transactifms  of  the  (’<tniiecticut  Academy  of  .4rt.s  and 
Sciences,  XXII,  Aug.,  1917.) 

*  William  Rathbone,  .Ir.,  Liverpool,  to  S.  G.  Rathbone,  Canton  (R.  F.  P.), 
Nov.  3,  1844. 

®  .lohn  Rates  to  W’illiam  Rathbone,  Sr.  (R.  F.  P.),  Mar.  12,  1841. 
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elder  William  was  also  interested,  but  left  the  eoneern  almost  wholly 
to  his  juniors,  confining  himstdf  to  general  advice.  It  was  a  young 
man’s  game,  wrote  Sam  later  from  Canton,  requiring  men  “age  from 
twenty  five  to  thirty  five,  past  wildness,  but  not  arrived  at 
infirmity. 

Late  in  1843  Worthington  and  Sam  Rathbone  departed  for  the 
Last,  the  former  by  an  overland  route,  the  latter  via  Boston  accom- 
pani(‘d  by  a  ea.se  full  of  improving  literature  including  the  .sermons  of 
Channing,  Dewi'y  and  Butler,  and  Herschel’s  “Discourse  on  Natural 
Philosophy.”*'  Sam  was  to  obtain  while  in  America  samples  of  each 
kind  of  cloth  sent  to  China,  along  with  a  report  on  the  resiiective 
quantities  sent  for  some  years  ba(*k.  At  home  optimism  about  China 
was  mounting;  William  report(*d  with  some  enthusia.sm  after  a  drum¬ 
ming  tour  of  Birmingham  and  the  Mitllands  that  he  had  pursuaded 
Strutts  of  Derby  to  try  the  China  market,  and  that  “Rabone  Brothers 
say  they  understand  the  markets  and  talk  of  40^^  profit. 

Sam  and  Worthington  were  reunited  just  in  time  to  welcome  the 
first  consignments  to  the  Hou.si*,  at  a  moment  when  the  Canton 
market  had  collapsed  in  the  reces.sion  of  1844.  The  goods  con.sisted 
of  a  heterogeneous  cargo  that  William  and  Worthington  had  picked  up 
in  England  with  only  the  most  general  sense  of  the  markets — cotton 
goiKls,  needles,  buttons,  American  cloth,  and  £300  worth  of  “jewel¬ 
lery.”  The  young  partners  chart(‘red  a  fast  .sailing  cli|)per  to  carry 
their  goods  up  to  Shanghai,  consigned  to  the  Hou.se  of  Ru.ssell  and 
Company,  with  Sam  accompanying  them.  Ru.s.scll.s  wen*  kind  enough, 
but  told  Sam  he  was  on  his  own  in  disposing  of  his  cargo.  After  an 
almost  sleeple.ss  forty-edght  hours,  he  concluded  an  arrangement  with 
a  Chinese  merchant,  one  Alum,  one  of  the  very  few  still  prepared  to 
buy.  The  upshot  was  a  loss  much  le.ss  than  that  e.xpected.  But  they 
had  sufferi'd  their  first  exix>rienc(*  of  the  hazards  of  the  new  trade.' ' 


S.  G.  Uathhonc,  ('anton,  to  William  ItathlMmo,  .Ir.,  Liverpool  (H.  H.  P.). 
.Jan.  10,  18.50. 

”  Letter  from  liis  mother  (It.  F.  P.),  Oet.  1.5,  1843.  Mrs.  Hatlihone  in  her 
letters  eontinually  reminded  her  .son,  with  taet  and  sincerity,  of  the  possible 
effects  u|)on  character  of  trading  in  China. 

William  Hathhone,  .Ir.,  I.iver|KM»l,  to  S.  G.  Hatlihone,  Boston  (It.  F.  P.), 
Xov.  4,  1843. 

.\n  account  of  this  incident  is  contained  in  a  Memorandum  by  William 
Rathbone  (It.  F.  P.). 
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This  disturbing  incident  concluded,  they  settled  down  to  adjust  them¬ 
selves  to  the  new  setting  and  to  spy  out  its  opportunities. 

The  young  men  .soon  discovered  the  outlines  of  their  commercial 
problem.  They  had  first  in  a  general  .sense  to  learn  the  iK‘culiarities  of 
Chinese  commerce,  and  scd(‘ct  those  markets  in  which  they  propost^d 
to  deal.  This  meant  a  study  of  the  behaviour  of  a  particular  rang(‘  of 
prices,  for  the  most  part  highly  volatile.  But  a  purcha.se  or  sale  was 
not  compU'te  in  itself;  there  was  the  (piestion  of  the  vahu*  of  the  cur¬ 
rency  bought  or  .sold—  the  exchange'  marke't.  Further,  transactions 
both  in  goods  and  currencie's  were  conducted  uiuh'r  ix'culiar  stre.sses 
of  time.  What  range  of  transactions  of  both  .sorts,  within  what  limits, 
would  meet  this  complex  .situation? 

Ill 

The  marke'ts  for  ri'al  goods,  of  course',  we're  of  two  ty|)e‘s:  theise' 
which  eiffe'ie'd  eipportunity  to  si'll  in  C'hina,  anel  those'  involving  pur- 
cha.se's  there'.  The'  first  was  largely  a  eiui'stion  of  elisposing  of  the'  mani- 
folel  proelucts  of  British  manufacture  along  with  Indian  raw  cotton; 
the  se'e*ond  of  buying,  in  the  main,  raw  silk  anel  te*a.  The'ii'  wi'ii'  two 
jirobli'ins  which  attaclu'el  to  both:  how  to  ki'cp  eai.stome'rs  infornu'el 
through  a  .system  of  aelvie-i's,  anel  what  balance'  to  strike*  betwi'i'ii 
acting  as  a  commission  agi'iit,  anel  unele'rtaking  .sjie'eailation  on  ae*e*e)unt 
of  the  firm  it.si'lf. 

The  House'  at  first  took  Canton  as  its  he-aelejuarte'is  anel  the*  ee-iitre' 
of  its  traele*.  There'  Sam  anel  Worthington,  with  a  .single*  room  for 
offie'e,  elining  anel  living  .sjiae'e,  bi'gan  ojie'iations.  By  trial  anel  e'rre>r 
and  perpe'tual  watchfuliu'ss  they  be'gan  to  gras[)  the*  nature  anel  intri- 
e*ae*ie's  of  Chine'se  de'alings.  With  the  di.ssolution  of  the  offii'ial  C'ohenig, 
it  was  not  I'asy  to  finel  re'liable  .souire's  of  infoimation.  Sam  soon  eli.s- 
e'overi'd  that  “the  only  native's  in  whose  opinions  any  re*lianee'  e*an  be* 
plae*e'el  are  the*  le'aeling  mere-hants.”' ^  But  this  of  e-oui’se'  left  out  of 
account  the*  myriael  of  le.ssi'r  traffickers  whose*  activitie*s  we'ie*  of  givat 
importane'e,  and  the  Parsi'i's  with  tlu'ir  ae*tive  e-otton  anel  opium  traeli's 
and  thi'ir  gre*ate*r  aele'])tiK*.s.s  at  Fasti'in  bargaining  me'thoels. 

Se'lling  in  China  of  course*  me*ant  elise*ove'ring  within  the*  ('hine'.se 


S.  G.  HathlxtiM',  C’aiitoTi,  to  William  Hathhoiie*,  .Ir.,  l.iv<‘r|)ool  (1{.  It.  P.) 
May  27,  1845.  For  the  gi'iieral  (lisapiM)iiitment  in  ex|M>rtinK  we'stern  goods  to 
C'hina  in  the  forties  anel  fifties  ses*  .Sargent  ,  op.  cil.,  p.  133. 
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ron.sumption  pattern  hitherto  unexplored  desires  capable  of  respond¬ 
ing  to  the  manufactured  novelties  and  factory  processed  fabrics  of  the 
West.  This  meant  altering  the  traditional  culture  of  the  Empire — the 
very  thing  that  had  rendered  the  Chinese  so  hostile  to  the  newcomers. 
Even  the  reputable  Chim^se  merchants,  who  were  at  least  partially 
reconciled  to  the  commercial  incursions  of  their  customers,  witi*  of 
little  help  when  it  came  to  experimentation  in  new  articles.  They 
would  “not  condesceiul  to  give  any  information  about  {Middling 
things,”  and  if  their  opinion  was  that  a  propo.sed  novelty  would  not 
pay,  it  was  conveyed  in  the  remark  “more  lK*tt(‘r  no  bring  here.”  All 
further  (luestions  were  regarded  as  idle  and  they  would  “r(*ply  to  them 
at  random.” 

With  the  spokesmen  of  Chin(‘.se  consumers  .so  un(*nteipri.sing,  there* 
were  two  r(‘maining  alternatives:  to  attemjit  to  iM'iietrate*  Chine.s(‘ 
tastes  by  more  direct  inquirj',  or  to  abandon  the  (‘flfort  to  d(‘V(‘lop  new 
lines  altogether.  Sam  did  his  Ix'st  with  the  first  line  of  attack,  but  it 
proved  expensive:  “Alt  shipments  .sent  on  trial  lo.s(>  money  we  iK'lieve* 
almo.st  without  exception.”'’’  Even  if  the  articles  could  find  buyi'rs, 
the  Chine.s(‘  merchants  would  not  at  first  pay  tin*  full  value,  .shifting 
the  whole  cost  of  develo])ing  new  tastes  onto  th(‘  for(*ign(‘i-s.  ExiM*n- 
sive  fabrics  were  no  good,  coming  into  competition  with  the  nativi* 
silks.  Dyed  tiiums  too,  were  almost  impossible,  for  th(‘Chine.s(*  dyeing 
techniiiues  were  far  superior  to  the  English  in  fastness  and  b(>auty  of 
shade.  Chintz  and  flannels  were*  very  liable  to  ov(‘rsui)ply. 

William,  in  Liv(*rpool,  as  became  an  eager  student  of  T<M)ke*.s 
Prices"  and  M’Culloch’s  ^^Commercial  Dictionary  "  did  his  best  to 
help  by  .studying  .such  official  .statistics  as  w(*re  available.  H(‘  di.s- 
coven*d  that  the  East  India  Company  had  ('iijoyc'd  a  thriving  trade  in 
woollens  to  Canton  in  the*  old  days,  and  that  the  Kus.sians  weri*  still 
able  to  dispose  of  large*  (piantitie's.  But  this  information  was  curtly 
dismi.ss(*d  by  the  man  on  the*  .spot.  The  East  India  Company  had 
.succeeded  in  this,  .said  Sam,  by  bringing  the  full  power  of  its  monop¬ 
oly  into  play,  and  “as  for  the*  Ru.s.sian  trade  and  the  statistics  of  it. 
it  may  be  all  very  well  in  tlu'ory,  but  for  i)ractical  guidance  th(‘y  arc 
not  worth  a  fig,”  becau.se  it  re.sted  on  a  .system  of  bounties  and  monop¬ 
olies.  “I  am  (piite  .surprised,”  wrote  Sam,  that  “|)<‘ople  in  Englaiul 
.should  look  upon  [such]  statistics  as  a  guide  in  judging  as  to  what  it  is 


S.  Cl.  Hathbonc,  C'anton,  to  Williaiu  ltatht)onp,  .Ir.,  I.ivcr|XM)l  (It.  H.  P.), 

.\UK.  22, 
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expedient  to  ship  under  a  free  trade  system.”*®  It  was  piThaps  to  b<‘ 
expected  that  an  occasional  note  of  acerbity  should  arise ‘between  the 
partners  in  China  and  England. 

Buying  in  China  meant,  in  the  main,  dealing  in  produce  markets 
surrounded  by  conditions  ix'culiar  to  themselves,  with  a  view  to  sell¬ 
ing  months  in  the  future,  on  the  other  side  of  the  world.  Samuel  Rath- 
bone  and  James  Worthington,  if  they  were  to  take  any  cognizance  of 
the  information  forwarded  from  England  as  to  the  state  of  the  markets 
there  as  a  guide  to  buying,  would  find  that  there  was  a  gap  of  six  to 
eight  months  between  the  gathering  of  information  for  the  formation 
of  opinion,  and  the  laying  down  of  new  purchases  in  the  markets 
concerned. 

Each  of  the  great  staple  articles  had  its  peculiarities  and  probh^ms. 
Perhaps  the  least  difficult  was  silk.  It  was  attended  with  the  usual 
annoyances  of  Chinese  commerce,  required  a  staff  of  highly  skilled 
inspectors,  and  like  everything  else,  sufferc'd  from  a  different  under¬ 
standing  as  between  London  and  China  of  the  terms  by  which  differ¬ 
ent  qualities  were  di'.signated.  Further,  silk  purchases  involved  “the 
additional  cost  of  placing  funds  up  at  the  North.”*’  But  it  had  tlu* 
great  advantage  of  following  a  fairly  steady  price  pattern  over  the 
sea.son.  At  the  opening  in  June  or  July  it  always  began  low,  rose 
during  the  first  month,  but  then*aft(‘r  hardly  vari(‘d  more  than  some  5 
p(‘r  cent.  No  doubt  this  was  in  jiart  due  to  the  smalliH'.sx  of  the  foreign 
trade  relative  to  home  consumption. 

Raw  cotton  was  a  gri'at  deal  more  troublesonu*.  It  was  imported 
from  India  for  .sal(‘  in  China.  As  con.signees  in  Canton,  Rathbone. 
Worthington  and  Co.  had  to  stand  betwi'en  the  Parsee  merchants  of 
Bombay,  who  always  overestimated  the  returns  diu‘  to  them,  and  tlu* 
Chine.se  merchants  of  Canton,  adept  at  imposing  deductions  and 
charges.'®  The  Bailees,  with  their  custom  of  holding  back,  tlum  rush¬ 
ing  to  s(‘ll  in  a  ri.sing  market,  involved  everyone  in  a  welter  of  tumb¬ 
ling  prices.  Worthington  reported  hoini*  that  “the  co  ton  busine.^Js 
even  wlu'ii  not  very  larg(‘  (‘iitails  immi'iisi*  tionbh*  and  correspond- 
enc(‘,  be.sides  sometimes  occupying  a  partiu'r  almost  completely  at 


Ibid.,  .June  9,  184.5. 

''  William  Hathbone,  .Fr.,  Liverpool,  to  S.  Cl.  Itathbone,  Uanton  (H.  F.  P.), 
Mar.  7,  184ti. 

Hathbone,  WorthiiiKton  and  C'o.,  C'anton,  to  Itoopjee  Itowjee,  l‘'.sq.,  HomF)ay 
(H.  It.  P.),  Xov.  17,  1848.  There  wa.**  no  eotton  sold  in  Shanghai. 
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mail  time  in  arranging  the  various  remittances  whether  in  gold,  silver, 
or  Bills  on  England  or  India.”*'*  But  there  were  also  Parsees  at  the 
Canton  end  of  the  trade.  Formerly,  as  Worthington  observed,  selling 
cotton  was  a  matter  of  dealing  with  a  n‘s|)<‘ctable  Hong,  but  now 
English  traders  must  “compete  with  the  Parsei's  who  will  frequentU’ 
spend  a  whole  day  haggling  with  a  Broker  over  a  single  mace.”  Most 
of  the  cotton  shipments  from  Bombay  to  Canton  were  consigned  to 
Parsees,  who,  as  Samuel  reported,  “charge  a  still  lower  commission 
than  we  do.” 

But  tea  was  the  most  difficult  of  all  comimKlities;  it  was  agreed  by 
the  English  merchants  to  1k‘,  of  all  others,  a  “.sporting  trade.”  Grad¬ 
ing  was  enormously  difficult,  involving  the  merchant  in  great  de¬ 
pendence  upon  his  tasters,  who  were  likely  to  sufTer  from  “the  passion 
mo.st  tasters  have  for  buying  tea  for  the  mere  love  of  doing  so.”“‘* 
Canton  and  Shanghai  were  st'parate  t(*a  markets  and  liecause  of  im- 
jMufect  communications  could  [iroduce  very  difficult  conditions.  The 
two  markets  could  be  active  at  the  same  time,  both  bidding  prices  up, 
with  the  result  that,  as  Brown  wrote,  “the  excess  takes  place  lK‘fore 
either  Port  is  aware  of  the  extent  of  the  trade  in  th(‘  other.”-*  The 
Chine.se  had  surrounded  their  dealings  with  a  more  than  usually 
difficult  set  of  customs.  They  heljM'd  to  prcxluce  unpri'dictable  market 
])henomena;  as  Sam  (‘xplained,  they  “have  so  often  kept  quantities  of 
tea  out  of  sight.”--  It  was  a  favourite  technique  to  .sell  two  different 
grades  in  a  single  transaction,  of  witlely  differing  .suitability  to  the 
markets  envi.saged.  Yet  separation  of  the  purcha.s(*  was  impossible; 
as  Sam  sadly  remarked,  “it  is  astonishing  how  tenaciously  the  Chine.se 
adhere  to  this  mode  of  bu.sine.ss.”-'*  They  were  equally  imiKTvious  to 
market  reports  from  England.  If  a  fall  in  the  English  price  was  ad¬ 
vised,  “the  Chine.se  only  partly  believe  .  .  .  and  it  is  only  when  they 


.1.  WorthiiiKton,  ('anton,  t«»  William  Hathbone,  .Ir.,  I.iverp<M»l  (U.  H.  P.), 
.June  a,  1849. 

20  S.  G.  Rathbone,  Cantcm,  to  William  Rathl)one,  .Jr.,  J.iverj)ool  (It.  R.  P.), 
Dee.  10,  1849. 

2'  W.  S.  Rrown,  Shanghai,  to  S.  G.  Rathbone,  J.iveriKH)!  (R.  R.  P.),  .Apr.  8, 
18.51.  “I  don’t  wonder,”  wrote  Rrown,  “at  .some  jK'ople  wi.shing  the  old  monoi)ol> 
of  Canton  baek  again;  it  must  have  l)een  a  .safe  and  simple  trade  then  compared 
with  what  it  has  been  since  1843.” 

22  S.  G.  Itathbone,  Canton,  to  William  Rathbone,  .Jr.,  I.iverf)ool  (R.  R.  P.), 
Dec.  22,  1849. 
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find  that  they  cannot  sell  any  tea  for  some  months  that  they  come 
down  in  force  or  perhaps  convert  that  particular  description  into  some 
other  kind.  .  .  .  Then  there  was  the  problem  of  reactions  to  prices 
in  England.  “The  eon.sumption  at  home  often  seems  longer  on  a  tea 
after  it  has  reached  a  high  relative  price  than  one  would  anticipate,” 
wrote  Sam  in  a  sjX'cial  letter  devoted  to  the  mechanics  of  the  trade, 
“and  a  low  price  of  a  particular  description  is  on  the  other  hand  often 
longer  in  attracting  attention  to  a  tea  than  one  would  expect.”  As 
Sam  pointed  out,  all  these  things  wen*  very  difficult  to  embody  in  a 
judgement;  operations  “founded  on  deep  calculations”  often  turn  out 
badly,  “while  those  on  weaker  grounds  result  well.”  “One  thing  is 
certain,”  he  wrote,  “a  man  may  lx*  too  clever  for  China.””’’ 

But  in  spite  of  these  difficulties  of  the  jiroduce  markets,  it  was  in 
general  easier  to  sell  Chinese  jiroduce  in  England  and  elsewhere,  than 
to  .sell  manufactures  in  China.  Tlx*  great  equalize*!*  employed  by  most 
firms  (more  profitable  than  bullion  shipments)  was  opium.  Its  pur- 
cha.se  in  India  and  sale  in  China  was  the  only  apparent  way,  in  the 
short  run,  to  make  things  balance,  without  a  continuous  and  expensive 
drain  on  the  world  .supply  of  .silver.  But  opium  involved  difficulties 
of  morality,  which  for  Messrs.  Rathbone,  Worthington  and  (’o.  were 
in.surmountable. 

Both  in  acting  as  a  Commission  Agent,  and  in  dealing  on  its  own 
account,  the  House  needed  an  effective  .system  of  advices  both  ways 
b(*tween  China  and  England.  In  acting  for  others  the  problem  was 
very  thorny,  for  orders  would  flow  largely  on  the  basis  of  the  opinions 
jxit  out  by  Rathbone,  Worthington  and  Co.,  and  the  parent  liou.se, 
Rathbone  Brothei*s,  in  Liverpool.  A  transaction  involving  a  lo.ss  was 
bound  to  cause  recrimination  and  charges  of  wrong  information.  Much 
of  the  judgement  of  markets  was,  as  Samuel  explained,  a  matter  of 
“feeling  or  rather  vague  impression,”  which  might  overbear  in  tlu* 
minds  of  Commi.ssion  Agents  the  o.*  t(*nsible  facts  which  must  appear  in 
advic(*s  and  cir(*ulars.  Frequently  goods  were  consign(*d  to  Rathboiu*, 
Worthington  as  Agents,  with  di.se  ret  ionary  instructions  to  sell  when 
it  seemed  to  them  best.  There  were  often  charges  by  consignees  that 
“after  holding  over  goods  so  long  you  .sell  them  just  at  a  time  when 
there  are  five  hundred  rea.sons  for  ex|x*cting  an  advanci*  which  would 


Ibid.,  Jan.  11,  18.m 
2*  Ibid. 
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hav(*  repaid  our  outlay.”“‘’Thcn  there  was  th(‘  question  of  the  distribu¬ 
tion  of  eniiihasis  in  advices;  on  one  occasion  floods  in  the  interior  had 
been  “casually  mentioned”  to  custoni(‘rs,  without  sufficient  emphasis 
upon  what  they  would  mean  to  the  Chinese  economy.  Then  too,  in 
dangerous  times  esjiecially,  connections  in  England  and  America 
would  exjM'ct  information  about  the  standing  of  C'hina  Houses,  a 
difficult  business  ind(‘(‘d. 

Bei*ause  tea  was  the  most  volatile  of  commiKlities,  it  jiresented  this 
jiroblem  in  its  most  aggravated  form.  Sam  very  early  f(‘lt  the  disad- 
vantagi*  of  having  the  Hous<‘  centred  in  Liverpool,  rather  than  in 
London,  tin*  great  tea  market.  He  him.s(‘lf  wrote  Rathbone  Brothers’ 
tea  advices,  and  ruefully  de.scribed  them  as  “.sadly  too  little  instruc¬ 
tive.”-"  They  gave  so  little  information  that  their  customers  could 
not  form  an  indepiaident  opinion  of  their  own.  The  upshot  was  that 
such  House's,  unabh'  to  judge*  for  themse*lves,  se*iz(‘d  avidly  em  any 
guidance*  e*e)ntaine*d  in  the  advice's,  imposing  a  givat  strain  inde*e*d  upem 
the  author.  Thus  ignorance  ge*ne*rate*d.  in  a  cumulative*  way,  eleci- 
sions  which  might  be*  ve*ry  right  or  v(*ry  wrong. 

But  the  meist  elifficult  qiu'stiems  a.sstM*iate*d  with  a  sy.ste*m  of  ad¬ 
vice's  were*  even  meire  deep-r(K)te*d  than  the  preiblems,  great  as  they 
were,  of  gathering  information.  Th(*y  arose  from  the  fae*t  that  such  a 
system  suffere'd  freim  an  irre*.solvable  dilemma.  The  more*  e*ffective  an 
aelvie*e  was  in  jirompting  actiem,  the  more*  like*ly  it  was  tei  falsify  it- 
se*lf.  Simple*  faith  in  .such  a  .sy.stem  was  an  e*xample*  eif  the*  failure*  tei 
appre'ciate*  the*  fallae*y  of  composition:  that  an  act  profitable*  to  a  single* 
indivielual  will  neit  be  profitable  if  ade)pte*el  by  all.  Thus  to  ele*.signate‘ 
cemvincingly  a  give'ii  quality  eif  te*a  as  a  geniel  inve*.stme*nt  will  imme*- 
eliate*ly  make*  it  ce*ase*  tei  be*  so.  Te>  ae*t  ratieinally  upein  sue*h  aelvice*s 
then  is  imt  to  act  lite*rally,  but  to  atte*mpt  thre'e*  elifficult  e'stimates 
e*oncerning  their  e*ffect  upein  eithers:  the*ir  pe)tene*y  in  preiveiking  action, 
its  elire*e*tie)n,  anel  its  timing. 

Finally,  there*  was  the*  ejuestion  eif  the  e*xte*nt  to  which  the*  Henise* 
shoulel  s|M*e*ulate*  em  its  own  ace'enmt  as  eippeiseel  to  ce)mmi.s.sion  trans¬ 
actions.  William  tenele*el  tei  emphasize*  the*  latter,  anel  to  fe*ar  elamage* 
to  the  commi.ssion  business  in  America  and  el.se*where  if  tlu'y  ae*te*d  as 
prine*ipals.  To  Sam  his  breither  .se'e*me*ei  “nee*eile*ssly  alarme*el."  It  was 
his  impre*.s.sion  “that  at  le*a.st  thre*e*  femrths  eif  the  meine'y  maele  in  China 


26  Ibid.,  Dee*.  22,  1849. 
2*  Ibid.,  Dee*.  11,  1849. 
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for  the  last  ton  y(‘ars  has  b(‘on  niado  in  the  English  trade  by  business 
on  own  account.”-^  Brown,  too,  was  in  favour  of  so  acting.  He  com¬ 
pared  China  with  India  in  this  regard.  ExjKmses  in  China  were 
“heavy  beyond  all  Indian  exiKM-ience.”  Succ(*ss  in  commission  busi- 
ne.ss  was  “more  problematical  in  China  than  in  either  Calcutta  or 
Bombay,”  but  the  merchant  undertaking  his  own  dealings  could  do 
better  in  Chiiia.^’*  Sam  further  argued  that  .such  dealings  on  their  own 
account  would  greatly  improve  their  (*irculars,  by  broad(‘ning  th(*ir 
exjK'rience. 

All  these  deci.sions  had  to  be  taken  under  great  stress(*s  of  time. 
Business  varied  from  the  most  intense  activity  to  almost  total  idh*- 
ness.  There  was  first  tlu‘  fact  that  dealings  in  Chimse  markets  w(*r(^ 
bunclu'd  seasonally,  b(*ginning  in  June  and  ending  in  Dec(*mber,  coin¬ 
ciding  with  the  flow  of  fine  Congou  Teas  from  the  interior.  In  Juiu* 
there  would  be  a  great  concourse  of  shipping  in  Chinese*  ports  con¬ 
taining  the  cargoes  prepared  in  Britain  and  Am(*rica  during  the  off 
season.'^**  Then  there  was  the  buiu'hing  of  arrivals  between  June 
and  D<*cember;  unfavourable  winds  could  mean  that  (‘V(‘n  in  tin*  .st'a- 
son  everyone*  might  be  loafing  abend  waiting  fe)r  the  mail.  These* 
factors  me*ant  an  involve*d  and  erratic  tempo.  The  appearane*e  eif  te‘a 
in  June  we)ulel  start  the  bideling  in  the  markets  concerne*d,  in  a  careful, 
tentative,  way.  But  sales  of  imported  manufacture's  would  be*gin 
vigoremsly,  unde*r  the*  influence*  e)f  the  American  practice*  of  sale  ein 
arrival.  As  the  various  proelue*e  markets  e.stablishe*d  their  outline.*s 
the*y  would  gradually  rise*  te)  a  e*rese*endo  of  activity.  Particular  gremps 
would  aggravate  matters,  like*  the*  Par.se*e*s  with  their  te*nde*ne*y  te)  “se*ll 
the*ir  produe*e*  in  a  flock.”  Exchange*  elealings  wenilel  go  on  throughe)ut 
the  ,se*ase)n,  but  would  te*nd  to  rise*  to  a  peak  toward  the*  e*le)se*,  as 
we.‘<terners,  usually  anxious  ne)t  to  have  idle*  funds  in  China,  .se)ught  to 
move*  them  e*lse*whe*re.  Anel  it  was  just  at  such  he*ctie*  times  that  the> 
English  se*a  captains  had  to  be*  de*alt  with,  who  in  Sam’s  opinie)n  were* 
“such  stupid  uneducate*el  brute*s  that  neithing  one*  can  do  give*s  the*m 
sati.^^faction.”^' 

2*^  Ibid.,  .Apr.  18,  18.‘)0. 

W.  S.  Hnmn,  Shanghai,  to  S.  G.  UathtMtne,  Liverpoctl  (H.  H.  P.),  .July  Ki, 
1851. 

For  the  routes  followed  by  .American  ships  .see  Latoure*tte,  op.  cit.,  p.  145. 
Fe)r  Hritish  ships,  si*e  C'.  Northcote  Parkin.son,  77ic  Trade  Winds  (London,  1948), 
p.  152. 

S.  G.  Hathbone,  Ganton,  to  William  Hathbone*,  .Ir.,  Liver|M>ol  (H.  H.  P),. 
Jan.  10,  1850. 
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It  was  littU*  wonder  that  the  hooks  got  heliind,  a  ehronie  condition 
for  all  Knglish  Houses  in  China.  By  1850  Hathhoni*,  Worthington 
aiul  C’o.  wen*  two  years  in  arr(*ars  with  their  General  Li'dger,  and  then* 
wen*  no  (*ntri(*s  at  all  in  the  Private*  L(*dg(*r  snl)se(ni(*nt  to  June*,  1846. 
But  though  the*  hooks  w(‘r(*in  such  condition  that  it  was  no  longer 
po.'^sihle  to  discov(*r  on  what  inincijiles  th(*y  had  h(*(*n  int(*nded  to 
oiK*rat(*.  the*  fiiin  was  no  worse*  ejff  in  this  re*s|K*e*t  than  .Jareline.  Mathe*- 
son  anel  Ce>.,  Linelsay  aiul  Co.,  eir  Hallielay  anel  (’o.  Unele*r  the‘se*  stre*.>j.s- 
es  e*e)rre*s})onele*ne*e*  was  ahneist  as  elifficnlt.  “Fe*w  Kaste*rn  HeMise*s  ke'e*i) 
up  te)  the*  mark  in  the*ir  e*e)rre*spe)nele*ne*e*,”  saiel  Sam.  Hael  e*ommunie*a- 
tion  lK*e*n  as  geieiel  as  the*  actual  manage*ment  eif  hu.sine*.ss,  he  wrote, 
“we*  shemlel  have*  he*en  a  large*!*  Henise*  at  the*  pre*se*nt  time*.”*^-  Com- 
ple*te  hicielity,  always  sei  eliffie*ult,  was  e*alle‘el  for  in  order  to  avoid 
mi.sunele*rstanelings  in  Knglanel:  “The*  Cdiina  mail  arrive*s  in  e*e)mj)any 
with  se)  many  le*tte*rs  from  India,  Kg>’l)t  anel  the*  Le*vant,  that  le*tters 
hy  it  are*  hastily  re*ad."  All  this  me*ant  that  the*  China  partne*rs  we*re* 
in  elange*!*  e)f  heigging  de)wn  in  the  me*chanies  e)f  the*  je)h.  But  Sam  was 
aware*  e)f  the*  elange*r:  “If  a  f)u.sine*ss  is  te)  he*  pushed,''  he*  wreite*,  “a 
jiartner’s  the)ughts  must  he*  fre*e*  te)  pe)nele*r  e)ve*r  matte*rs.“  *** 

These,  then,  were  the  traeling  jirohlems  to  he  faced.  On  the  siele  e)f 
imports  into  China,  what  .selection  of  goe)ds  she)ulel  he  nnide,  and  what 
rules  fe)r  their  handling  elid  experiene*e  inelicate?  From  the  pe)int  of 
view  e)f  expeirts  e)f  produce  fre)m  (’hina,  what  general  attitude's  should 
l)e  aele)pte*el  te)warel  the  main  e*e)mpone‘nts,  e*otte)n,  .silk,  anel  te*a?  How 
was  the  pre)hle*m  e)f  aelvie*es  to  he  tre*at(‘el,  and  to  what  exte*nt  was  the 
firm  te)  ae*t  as  age*nt  e)r  prine*ipal? 

IV 

Be)th  Samue‘1  Rathhone  anel  W.  S.  Brown  (who  je)ineel  the  firm  in 
1850)  were  unhappy  about  attemj)ting  te)  deal  in  sue*h  markets  e)n  the 
basis  e)f  mere  improvisatie)n;  both  felt  that  the  He)u.se  she)ulel  attempt 
to  gniele  itself  hy  some  cheiice  of  prine*iple*s.  More*ove*r  the*y  he*lieve*el 
that  the*.se*  e*oulel  he  fairly  re*aelily  arrive*el  at.  Bre)wn  wreite  te)  William 
Rathheine*:  “Oh.servatie)n  anel  e*xpe*rie*ne*e  have*  .  .  .  Ie*el  me  te)  iK'lieve 
that  a  gre*ate*r  part  e)f  Kastern  husine*.ss  fe)lle)ws  a  ge*ne*ral  law.”**^  The* 

2-*  S.  (i.  Hatlihone*,  (.’anton,  to  Thonia.x  Moncrieff,  Shanghai  (H.  M.  P.),  .Ian.  I, 
18.W. 

W.  S.  Hrown,  Shanghai,  to  S.  G.  Hathhone*,  I.iver{K)ol  (H.  H.  P.),  Oct.  27, 
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merchant  who  is  without  these  “general  guides  of  action”  will  lx*  “apt 
to  be  blown  about  by  every  wind  of  doctrine,  and  his  proceedings 
merely  be  a  series  of  expedients  for  the  day.”^"' 

Business  methods  should  be  adjusted  to  make  this  possible.  The 
books,  so  di.sastrously  in  arrears,  were  to  be  kept  so  as  to  reflect  the 
general  results  of  business  policy:  “it  is  more  important  to  have  the 
books  in  China  simple  than  very  exact. Correspondence  should 
have  its  own  philosophy:  “when  you  have  proved  right  bring  it  neatly 
wrapped  up  b(*fore  the  notice  of  your  constituents,  if  wrong  explain 
how  events  not  to  be  foreseen”  are  re.sponsible,  unless  a  real  mistake 
has  been  made,  which  should  lx?  freely  admitted  to  customers,  for 
“then  the  straightforwardness  of  it  takes  them.”’*' 

First,  as  to  selling  in  China.  It  soon  became  clear  to  the  purtnei-s 
there  that  little  was  to  be  hoped  from  the  attempt  to  interest  the 
Chinese  in  a  variety  of  new  and  untried  things.  Here  appeared  a 
difference  of  view  between  Sam  and  William  that  was  to  persist 
throughout  their  trading  lives.  Sam  told  his  brother  so  in  expre.ss 
terms:  “I  really  think,”  he  wrote,  “you  are  too  apt  to  neglect  the 
articles  which  we  understand  and  turn  too  much  of  your  attention  to 
new  and  untried  paths  to  profits.”^^  For  Sam,  as  early  as  the  forties, 
the  concept  of  the  merchant  as  carrying  a  great  heterogeiu'ous  assort¬ 
ment  of  goods,  in  order  to  lx‘  continuously  feeling  for  changes  in  tastes, 
was  archaic;  as  lu‘  put  it,  China  did  not  offer  “a  trade  for  peddlers.” 
Instead  the  firm  must  look  to  a  few  leading  lines,  “the  Marki'ts  for 
which  we  ob.serve  closely.”  Accordingly  he  wrote  home:  “we  hav(‘ 
therefore*  to  r(*qu<*st  you  will  protect  us  as  much  as  lies  in  your  power, 
from  inquiries  about  new  or  minor  imports,  exci'pt  wh(‘r(*  tlu'.xe*  will 
direct  us  at  a  future*  pe*rioel  to  the  gre*at  staple  artie*le‘s.”’*’* 

The*ir  worrie*s  thus  re*elue*e*el,  the  partners  e*oulel  stuely  the*  Ix'havieiur 
of  the*.se*  staple's.  The*re‘  was  for  e*xample*  the*  r(*lationship  be*twe*e*n 


Tliere  \va.'<  also  the  risk,  as  Sam  put  it,  “of  a  partner  turning  out  clever”; 
that  is,  hacking  s|H*culative  guesses.  S.  G.  Hathbone,  Canton,  to  William  Hath- 
Inme,  Jr.,  Liver|K)ol  (K.  H.  P.),  Dec.  10,  1849. 

Ibid.,  Jan.  10,  18.50. 

■*'  S.  G.  Hathbone,  Canton,  to  Thomas  Moncrieff,  Shanghai  (H.  H.  P.),  Jan.  1, 
1850. 

S.  G.  Hathbone,  Liverp«M>l,  to  William  Hathbone,  Jr.,  C.  S.  (H.  F.  P.), 
Jan.  25,  1849. 

S.  G.  Hathbone,  C'anton,  to  William  Hathbone,  Jr.,  Liverpool  (H.  H.  P.), 
May  27,  1845. 
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fluctuations  in  the  cotton  piece  goods  market  in  Manchester,  and  in 
the  China  Trade.  It  was  discovered  that  after  a  break  in  prices  in 
Manchester,  large  profits  were  earned  by  those  who  could  first  lay 
down  goods  in  China."*”  But  the  harvest  time  was  short,  ending  in 
los.ses  in  China  because  of  the  faulty  timing  calculations  of  the  dealers 
and  the  failure*  of  each  to  appreciate  that  many  would  act  togeth(*r. 
These  interval  profits  were  pos.sible  l)ecaus(*  the  Chinese*,  with  their 
indifference  or  scepticism  of  Western  market  reports,  were*  not  able  to 
anticipate  and  wait  for  the  full  sag  in  prices.  Then,  tex),  it  sex)n  ap¬ 
peared  that  there*  was  a  re*lationship  be*twe*e*n  the  sue*ce*ss  e>f  the*  |x*r- 
ennial  war  against  the  coastal  pirates  and  the  demand  of  their  victims, 
the  junk  operators,  for  shirtings.*'  The  ce)astal  traele*  as  far  as  Singa¬ 
pore  varied  as  the*  number  of  active  participants  changexl,  accoreling 
to  the  wish  of  spe*culators  to  employ  ielle*  funels,  or  shipix*i-s  to  find 
freights  for  ve*s.se*ls  which  they  did  not  wish  to  load  home*  until  later. 

But  a  rule  of  more  general  application  was  arrive*d  at.  ()ne*e  the* 
House  was  so  e*ommitte*d  that  goexls  were*  on  the  way  to  it  in  China,  it 
was  the  lx*st  policy,  in  ge*neral,  to  sell  as  sexin  after  arrival  as  possible*, 
taking  the  markets  as  they  stexxl  without  re*fine*d  re‘a.soning  about 
further  reactions.  This  was  the*  practice*  eif  American  He)use*s.  The*y 
maele  their  e*alculations  and  commitments  in  April  and  May  in  Boston 
anel  else*whe*re*  “when  the*  C'hina  voyage*s  were  getting  up.”  e)ste*nsibly 
taking  the  market  data  th(*n  available  as  their  guide*.  The*y  solel  on 
arrival,  which  m(*ant  of  course,  that  so  far  as  the*  time*  e*leme*nt  was 
concerned,  the  scope  for  change  was  minimize‘el.  “One  can  se*ldom 
forese*e*  the  future  course  of  Marke*ts  far  ahe*ael  in  China.”  wrote  Sam, 
“and  it  seldom  answers  to  hole!  for  distant  prospe*cts  of  improve*- 
ment.”*^ 

In  buying  anel  se*lling  primary  produce  it  was  ne*ce*s.sary  to  attach 
some  ge*neral  pe)lie*y  rule*  to  e*ach  of  the  thre*e  main  e*le*me*nts,  ceUton. 
silk,  and  tea.  Cottem  was  trouble*some  on  its  ow  n  acce)unt ;  me)re*ove*r, 
it  involved  the  vexed  que*stiem  e)f  trading  in  opium.  Both  came  from 
India,  and  as  Worthington  re*marked,  “there*  is  no  denying  that  with- 


W.  S.  Hrown,  ShanKluii,  to  William  Hathbone*,  .Ir.,  I.ive'qKM)!  (H.  H.  P.), 
(M.  II,  18.51. 

Hathbone*,  Worthington  and  (’o.,  C’anton,  to  William  Hathbone*,  .Ir.,  Liver- 
p<M)I  (H.  R.  P.),  Dec.  3,  1849. 

S.  G.  Hathlxme,  Canton,  to  VV’illiam  Hathlame,  Jr.,  Live*r|KK)l  (H.  R.  P.), 
Jan.  11,  1850. 
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out  th(‘  opium,  the  cotton  business  alone  is  certainly  not  worth  hav- 
injr  ”43  ijpshot  was  a  decision  to  undertakt*  cotton  shipments 
only  wluai  they  could  be  justified  on  other  siounds,  chi(‘fly  the  con¬ 
venience  of  custonuas.  This  made  it  (‘asiia-  to  shift  tin*  h(*adquart(*rs 
of  the  House  from  Canton,  with  its  reliance'  upon  the  Indian  connec¬ 
tion.  to  Shanghai  where*  the  tea  anel  silk  marke*ts  were  raiiidly  gre)wing. 

Silk,  however,  was  seimething  to  eleveleep.  Brenvn  emuu'iate'el  the* 
rule  that  because*  of  the  typical  trenel  of  prie*e*s  ye*ar  afte*r  year,  meist 
])urchase*s  shenild  be*  bravely  maele*  at  the*  e)pe*ning  of  the  se*ason.^^ 
Furthe*r,  because  of  its  prie*e*  steadine'ss  afte*r  the*  initial  rise.  House's  in 
England  cenilel  se'iiel  much  meere  ele*finite*  instrue'tiems  to  age*nts  in 
China,  for  then  the  major  variable's  were  em  the*  ele*manel  siele,  which 
coulel  be  be*st  juelge*el  em  the  speit  in  Englanel.  Finally,  be'e*ause*  e)f  the 
l)re*elie*tability  of  its  price*  me)ve*me*nts,  silk  was  the*  be'st  available* 
artie*le*  in  vvhie*h  to  hedd  funels  in  China,  shemlel  it  be*  juelge*el  wise  to 
ke*e*p  asse'ts  there*  rather  than  in  Englanel. 

From  the*  ])e)int  e)f  vie*vv  of  vvhe)le*sale*  buye*rs  eef  silk  in  Englanel,  the* 
proble'in  of  policy  was  approae*he*el  in  a  rathe*r  eliffe*re*nt  light.  Duranel 
anel  Co.  in  fact  e*onstructe*el  a  ele*manel  se*he*tlule,  e*xpre*ssing  the  price's 
the'y  we*re*  willing  to  pay  fern  .silk  (anel  inelire*ctly  what  the*y  themght 
English  consumers  vveHilel  pay)  as  a  fuiu'tion  of  the  volume  eef  im- 
peerts.^’’  Thus,  with  probable  imports 

5,000  Bale's,  bid  at  17/-  te)  20/- 

10,000  “  “  “  15/-  to  18/- 

12,000  “  “  “  14/-  to  17/- 

16,000  “  “  “  12/-  to  16/- 

20,000  “  “  “  ll/-tol5/- 

22,000  “  “  “  10/-  to  14/- 

But  tea,  the*  most  elifficult  commeeelity,  ste)e)d  in  gre*ate*st  ne*e'el  of 
rule's  of  guidance',  “The*  home  market  is  .so  elistant  and  the*re'  are  see 
many  e'leme'iits  of  uncertainty  in  China,”  wrote  Sam,  “that  we  are* 
convince'd  ge*neral  principle's  are  a  better  guiele  here  than  e'lsewhe*re*.”^'' 

,1.  W’orthinKton,  C’anton,  to  William  Hathlxtiie,  .Ir.,  Liverpool  (H.  H.  P.), 
.June  n,  1849. 

**  W.  S.  Brown,  Shanghai,  to  S.  G.  Kathbone,  Liverpool  (U.  B.  P.),  Oet.  27, 
18,51. 

Kathbone,  Worthington  and  C'o.,  Shanghai,  to  Kathbone,  Worthington  and 
Co.,  Canton  (K.  B.  P.),  Dee.  3,  1849. 

S.  G.  Kathbone,  Canton,  to  William  Kathbone,  .Ir.,  I,iveri)ool  (K.  B.  P.), 
Apr.  22,  18,50. 
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Tea  tastiM-s  should  he  trained  both  in  English  and  Ain(>riean  tastes, 
and  avoid  the  error  of  taking  too  little  notice  of  what  is  offiTi'd  wluai 
the  House  was  not  actually  buying.  Failure  to  do  so  had  involv(*d 
delay  when  a  decision  was  made  to  ent(*r  the  market.  The  Hous<‘ 
should  strive  for  a  strong  eonneetion  in  London,  the  e(*ntre  of  t(‘a 
dealings.  Yet  on  the  whol(‘,  pun'hasing  was  to  1m*  left  to  the  partin'is 
on  the  s|M)t  in  C’hina,  “as  unfetter(*d  as  po.><sibl(*  by  instructions.’'  But 
the  Hous(‘  was  to  avoid  accepting  discretionary  ord(*rs  from  oth(‘rs, 
whose  trust  would  not  1m*  .m)  impli(‘it.  Most  important  of  all,  r(*fim*d 
calculations  w(*r(*  mon*  d(*c»*ptiv(*  than  us<*ful;  it  was  lM*tt(*r  to  ignori* 
complexiti<*s  and  to  adopt  “tin*  g(*n<*ral  ruh*  of  only  shipping  wh(*n 
teas  an*  cheap  and  th(*n  shipping  fr(*(*ly."  “Ch(*apin*.‘<s  is  tlu*  gr(*at 
thing,’’  wrot(*  Sam,  and  long-run  ju-ofits  would  accriu*,  “if  t(*as  are 
avoid(*d  wh(*n  high,  and  only  ship]M*d  wh(*n  low,  adh(*ring  principally 
to  th(*  kinds  in  staph*  curr(*nt  demand.’’*' 

Tlu*  mark»*t  .<itrat(*gy  of  tlu*  House*  lM*ing  thus  (h*t(*rmin(*d,  th(*r«*  was 
the  j)robl(*m  of  advic(*s  what  sort  of  information  should  th(*y  pio- 
vid(*‘?  H(*r(*  a  China  House*  eemlel  neit  eipt  exit.  The*  epie'stiem  wemlel 
e*ertainly  be*  h'.ss  ae*ute*  feir  a  firm  spe*e*ulating  em  its  e)wn  ace-enint,  but 
e*V(*n  the*n  it  weeulel  ele*sire*  te)  inibrm  ele*ale*rs  in  the*  Fnite*el  Kingele)m. 
But  with  se)  mue*h  eleaie*  em  a  e*e)mmi.‘>;sie)n  basis  the*  pre)ble*m  was  se*rie>us. 
The*  .><e)lutie)n  was  te)  have*  twe)  se)rts  e)f  aelvie*e*s  -e)ne*  fe)r  publie*  e*e)n- 
sumptie)!),  anel  eme*  fe)r  cire-ulatiem  within  the*  firm. 

The*  first  she)ulel  ce)nsist  eif  fae*t  e)nly,  le*aving  te)  the*  e*uste)me*r  the* 
fiue*stie)n  e)f  inte*rpre*tatie)n.  As  William  put  it,  afte*r  eene*  e)f  the*  ne)t 
infre*t|ue*nt  misunele*rstanelings  e)n  this  scorv,  “if  ye)u  have*  e)nly  state'el 
the  fae‘t  fairly  anel  elistine*tly,  it  sure*ly  is  fe)r  the*  party  whe)se*  inte*re*st 
it  is,  te)  ele*e*iele*  what  she)ulel  be*  his  e*emrse*."  This  rule*  he*  hael  ele*rive‘el 
fre)m  his  fathe*r.  But  the*re*  re*maine*el  the*  e|ue*stie)n  e)f  the*  se*le*e*tie)n  anel 
pre*se*ntatie)n  e)f  the*  fae‘ts;  the*  authe)r  e)f  an  aelvie*e*  e*e)ulel  harelly  be* 
“ne*utral.’’  William  ele*.*<cribe*el  the*  re*al  alte*rnative*s  sue*e  ine*tly :  e  ithe*r 
“to  give*  ele*e*iele*el  e)pinie)ns  anel  the*  gre)unels  e)f  the*m,”  (Sam’s  |)re*fe*i- 
ene*e)  e)r  “te)  plae*e  the  fae*ts  .xe)  as  te)  le*ael  partie*s  te)  the*  e)pinie)ns  ye)U 
he)ld.’’*^  Of  e*ourse  this  pre)ble*m  a.ssum(*el  its  me)st  ae*ute*  lorm  whe*n 
the*  (iue*stie)n  at  i.‘esue*  was  ne)t  the*  marke*t  tre*nel  e)f  a  e*e)mme)  lity,  but 


/hii/.,  .Ian.  11,  1H.*)0. 

William  ItatlilMMie*,  .Ir.,  l,iv(*r|MM)l,  to  S.  (J.  Itatlihoia*,  Canton  (K.  !•  1'.) 

■Vu*?.  4,  1844. 
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the  credit  worthiness  of  a  firm.  These  were  most  needed  in  difficult 
times,  but  it  was  just  at  such  junctures  that  their  hazards  were 
greatest,  and  they  were  accordingly  most  rigorously  curtailed.^** 

Even  advices  Ijetwc'en  members  of  the  .same  House  or  group  of 
Houses  were  not  free  of  difficulty.  Sam  accused  William  of  being  “too 
ajit  to  r(*gard  what  were  meant  merely  as  suggestions  as  d(*finite  in- 
stnictions.”’’*’  For  example,  when  Sam  expressed  the  opinion  from 
Canton  that  woollen  blankets  would  pay  in  China,  he  did  not  expt‘ct 
William  .simply  to  ship  them,  but  only  to  do  .so  after  full  enquiry  as 
to  what  other  English  merchants  propo.sed  in  the  matter  of  blankets.'’' 
But  he  did  not  explicitly  say  so.  Thus  there  was  always  the  problem 
of  knowing  the  full  range  of  as.sumptions  for  ev’ery  statement,  in  order 
to  make  .sure  that  the  final  decision-taker  in  England  or  China  was  in 
fact  making  a  judgi'inent  ba.sed  on  pieci's  of  information  the  relation¬ 
ships  of  which  wen*  correctly  understood.  Then  there  was  the  danger 
of  the  pan'iit  firm  and  the  China  Housi*  moving  in  a  circle — an  opin¬ 
ion  emanating  from  Canton,  lx*ing  incor[)orated  in  the  circulars  and 
advices  of  Rathbom*  Brothers  and  r(*app(*aring  in  Canton  garbed  in 
different  words  which  might  well  s(*em  to  connote  an  instruction. 

Rathbone,  Worthington  and  Co.  weie,  however,  not  merely  writers 
of  advic(‘.s  and  circulars,  but  also  readers  of  tho.s(*  of  others.  What 
canons  of  interpretation  should  1h*  applied  here?  On  this  matter  the 
elder  Rathbone,  after  con.sulting  his  Am(*rican  friends  exiK*ri(*nced  in 
China,  gave*  his  view.’’^  It  fell  into  two  parts.  Take  such  circulars  not 
as  in  thems(*lv(‘s  constituting  a  literal  guide,  but  as  m<*r(‘ly  one  more 
datum.  S(*condly,  n‘ly  on  objective  information  rather  than  opinion. 
On  the  first  score  he  pointed  out  the  time  lags  involv(*d  in  such  in¬ 
formation,  but  much  mon*  important,  he  knew  that  .such  advices, 
more  esix'cially  if  n'putable,  would  thems<‘lves  alter  the  markets. 
Thus,  taking  tea  as  an  example,  the  advices  might  be  “such  as  to 
make  a  run  on  green  tea,  wh(*n  perhaps  taking  a  prospective  view  .  .  . 
to  purcha.se  black  would  be  pr(*f(*rable,  and  to  be  bought  on  the  most 


*'*  \\\  S.  Hntwn,  ShaiiKliai,  to  W'illiani  Itathhone,  .Ir.,  Liverpool  (K.  H.  P.),  Oet. 
11,  IHiil. 

S.  CJ.  Hathhone,  Liver|K)ol,  to  William  Rathbone,  .Ir.,  U.  S.  A.  (H.  F.  P.), 
.Ian.  2.5,  1849. 

•'*'  S.  (1.  Rathbone,  Canton,  to  William  Ratlibone,  .Ir.,  I.iverjMX)!  (R.  R.  P.), 
.Auk.  22,  184.5. 

W.  Rathlutne,  Sr.,  I.iveriMiol,  to  S.  G.  Rathbone,  Boston  (R.  F.  P.),  Oet.  12, 
1843. 
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lavourablc  terms  becaust*  neglected.”  A  trader  must  take  into  ac¬ 
count  the  impact  upon  the  minds  of  all  other  traders  of  the  sources  of 
information  common  to  all,  and  act  accordingly.  But  the  safe.st  nile 
was  “to  be  guided  by  general  calculations  on  .stocks,  consumption, 
etc.”  As  we  have  st^en,  Sam  thought  even  this  too  complex,  and 
proiK)S{‘d  the  simjile  practice  of  buying  only  in  a  depre.ssed  market. 

Th(‘  niles  thus  arrived  at,  of  trading,  and  of  sending  and  acquiring 
information,  affected  the  argument  as  to  the  divi.sion  Ix'tween  com¬ 
mission  business  and  s|X‘culating  for  the  House.  In  general  the  rules 
were  such  as  to  inhibit  acting  for  others.  The  opting  out  of  cotton, 
the  confining  of  tea  dealings  to  a  sagging  market,  the  cautious  form 
of  advices  all  militated  against  commis.sion  business.  Silk  in  fact  was 
almost  the  only  field  for  (‘flfective  dealings  of  this  kind.  It  was  natural 
that  Sam  and  Brown,  whose  studies  of  the  markets  had  yielded  these 
conclusions,  should  wish  to  back  their  judgements,  rather  than  deal 
exclusiv(‘ly  as  men*  intermediaries.  Accordingly  wi*  find  the  firm  in 
spite  of  William's  misgivings,  embarking  on  fairly  largi*  oix'rations 
on  its  own  account. 

No  less  important  than  dealing  in  goixls  was  the  problem  of  con¬ 
verting  the  proc(‘(‘ds  to  tlu*  lx*st  advantage  into  tlu*  various  currenci(*s 
involved  in  the  China  track*. From  the*  <*xchange  point  of  view  the* 
probl(*m  of  the  English  merchant  in  Canton  or  Shanghai  can  lx*  r(*adily 
g(*neralized.  In  order  to  buy  Chin(*.se  gocxls,  how  might  funds  lx*  most 
ch(*aply  laid  down  in  Canton  or  Shanghai  in  a  form  g(*n<*ially  acc(*])t- 
able  th(*r(*?  To  n*mit  tlx*  j)r(x*(*(*ds  of  .such  sal(*s  to  England  for  the 
|)urpos(*  of  furtlx*r  transactions,  how^  might  Chiix'sc*  fuiuls  lx*  most 


Of  course  the  rates  charged  hy  C'oniniission  Houses  were  not  indejX'ndent  of 
the  rates  of  profit  enjoyed  f)y  traders.  In  18.10  there  was  a  scheme  af<K)t  among  tlie 
.\merican  c«tmmission  men  in  Canton  to  raise  their  charges  hy  joint  agreement 
about  .10%.  The  principals  at  home  threatened  to  .setid  out  their  own  representa¬ 
tives  if  the  C'ommission  Houses  jx'rsisted.  .lames  Worthington,  New  York,  to 
William  Hathbone,  .Ir.  (U.  \^.  R),  May  7,  18.10. 

1  am  indebted  to  Mr.  H.  VV'.  Meyrick  and  Mr.  .1.  Leighton-Boyce  of  the 
Chartered  Bank  of  India,  Australia,  and  China,  for  valuable  suggt*st ions  on  this 
aspi'ct.  For  the  general  hatiking  and  monetary  background,  see  A.  S.  .1.  Baster, 
“The  Origins  of  the  British  Fxchange  Banks  in  China,”  Economic  IIiMory,  HI 
(Jan.,  I9.‘I4),  140;  C.  N.  Clxtke,  The  Hise,  Progress  ami  Present  (’ondition  of  Honk¬ 
ing  in  India  (Calcutta,  1803);  W.  F.  Spalding,  Eastern  Exchange,  ('urreneg  and 
Einance  (I..4»ndon,  1917). 


170 


Bulletin  of  the  Business  Historical  Society 


cheaply  laid  down  in  London  or  Liviapool?  The  idiom  of  the  lOx- 
ehanges  was  a  fimdanuaital  eleimait  of  tlu'ir  thinking.  From  Kngland 
to  ('hina,  or  viei*  v(M-.sa,  rianittanees  could  lx*  made  in  a  money  or 
credit  instrument  (waluated  hy  the  exchange's,  or  they  could  lx*  made 
in  gexxls.  As  Samiu'l  Rathhone  put  it,  “tlu'  (pu'stion  simply  Ix'ing 
wla'ther  British  manufactures  are  likely  to  prove  a  chea|x*r  means  of 
placing  funds  in  (diina  than  thesaleof  Billson  London und(*r  crexlits. 

Th(‘  crit(*rion  for  huying  real  gexxls  in  CMiina  for  Kngland  or  \'ice  v(‘r.si. 
was  always  whetlu'r  a  given  shipment  would  “give'  the  Fxchange*  of 
the  (kiy”;  if  not  it  was  not  und(*rtaken,  and  the  remittance*  was  maele* 
in  hills  eir  eithe'r  instrume*nts.  Thus  the*  e*xchange*s  anel  the*  |)rexhie*e* 
marke*ts  te*nele*el  tei  lx*  re*garele‘el  as  e}uasi-inele*ix*nele*nt  phe*ne»me*na. 
e*e>nstituting  alte*rnative*  line*s  eif  ae-tiem,  a  peant  eif  e'e)nside*rahle*  im- 
peu  tane'c  tei  whie‘h  we*  shall  re'cur  late*r. 

In  prae'tie*e>,  the*re*  we*re*  fexir  principal  inethexls  e)f  lumittance*  in  ea- 
eait  of  (\‘inteai  anel  Shanghai;  the*  .se*neling  e)f  gexxls,  me)ve‘me‘nts  of 
.“•pe'e'ie*,  traffie*  in  jaivate*  hills,  and  de*alings  in  the*  llast  India 
( 'eanpany’s  Bills. 

Transae-tieais  in  gexxls  eif  e*eair.s(*  ele*pe*nele*el  upeai  e-alculations  of 
huying  and  .se'lling  prie*e*s,  leiaele'el  with  exists  eif  shipme*nt.  A  move-me'iit 
of  gexxls  tex)k  plaex*  whe*n  the*  e*xpe*e*te*el  ne*t  re*ve*nue*  frean  the*  .sde*  at  the* 
peiint  eif  final  ele*live*ry  e'xexxxlexl  the*  exist  eif  the*  ]iure‘ha.<e*  hy  a  margin 
gre*ate*r  than  the*  preifit  available*  from  e*.\change‘  eiperations  ove*r  the* 
pe'iiexl  eif  the*  transactiein.  If  it  eliel  neit,  the*n  att<*ntiein  turnexl  to  the* 
alte*rnative*  instrunu'nts  eif  re*mittanex*. 

The*  veilume*  eif  hullion  anel  spexie*  was  a  minor  part  of  the  total  eif 
meine*y  eir  meine*y  instrume*nts  in  the*  marke*ts  eif  the*  peats  at  any  give*n 
meane*nt.  But  frean  time*  tei  time*  the*  e*he*a|iest  way  to  lay  down  the* 
dollar  was  hy  such  impeirts.  Silve*!-  hulliein  (“Syexx*.”  the  uncoinexl 
shex'-shajiexl  ingeits  of  jiure  silve*r)  had  always  lxx*n  a  vital  e'h'ine'iit  in 
the*  “(Viuntry  Traele*”  hetwe*e*n  Inelia  and  China,’*'’  anel  was  movexl 
aheiut  a  geiod  de*al  hy  the*  Par.se*e*  mere  hants.  But  the*  most  impeirtant 
spex'ie*  in  (Miina,  exinstituting  the*  e  urre*ne*y  eif  the*  jiorts.  and  in  whie*h 
mo.st  ICnglish  me*ie*hants  ke'jit  the*ir  aexxiunts.  was  the*  Spanish  silver 
elollar.  This  exiin,  the*  (’areilus  (eir  Pillar)  elollar  eif  the*  re*ign  eif  ('harle*s 
I\'  (1788-1808)  was  the*  einly  eine*  in  whie*h  the*  pexiple*  eif  mid-China 

■’■’•'*  S.  G.  Hathtione*,  ('aiitoii,  to  William  Hathbonc,  .Ir.,  hiverjiool  (|{.  It.  P.), 
.\pr.  26,  1845. 

See  Mie-hael  Grex'iilierg,  liritish  Trath  and  the  Opening  of  Chiitn,  tSfXi-IS.'J 
(Cainbridge,  1951),  pp.  49,  1.59,  199. 
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had  any  confidonce.  But  it  also  enjoyed  world-wide  acceptability, 
causing  it  to  move  freely  lietween  trading  economies  not  capable  of 
maintaining  their  own  currency:  th(‘  West  Indies,  South  America, 
West  Africa,  China,  and  so  on,  constituting  itself  the  great  unit  and 
medium  of  arbitrage.  It  was  the  universality  of  this  Carolus  dollar 
that  provided  the  unifying  element  lietween  the  price  levels  of  such 
c.ountries  as  China  and  the  re.st  of  the  world. 

From  time  to  time  such  shipments  had  taken  on  a  dramatic  char- 
actei.  Movements  in  or  out  of  China  could  Im*  very  great  if  the  bal- 
anc(‘  of  trade  warranted  them.  Prior  to  the  development  of  opium 
con.^nimption  in  China,  the  failure  to  |)ersuad<‘  the  Chine.s(‘  to  buy 
goods  available  to  KuroiM'an  merchants  had  meant  a  heavy  drain  of 
silver  to  the  East.  From  the  point  of  vi(‘w  of  tiu*  individual  m(‘rchant 
this  probh'in  pres(*nted  it.s(‘lf  in  the  form  of  an  (‘Xtrenu*  lack  of  bills  on 
China,  a  con.se(iu(‘nt  high  (‘xchangc  rate,  making  tlu*  purcha.s«‘  of 
.silv<'r  (*ls(‘wher(*  ami  its  shipment  to  China  th(‘  ch(*a|M‘st  means  of 
obtaining  Chin(‘sc  go<Kls.  But  by  1837  with  the  growth  of  the  opium 
trad(‘,  the  balance*  had  lM‘(‘n  r(*vei*sed,  and  so  gn*at  was  the*  drain  of 
silver  from  C'hina  for  export  to  other  mark«*ts  that  an  Im|)<‘rial  edict 
of  that  year  .strictly  prohibit(‘d  the*  (*xj)ort  of  uncoim'd  silv(*r.  During 
the*  Taiping  Re*lM‘llion  from  1853  to  1859  imports  w(‘re  disrupted  to 
an  extc'iit  gn*at  enough  to  .s(*t  the*  Europeans  once*  mene*  .se*e)uring  the* 
wenlel  lor  bullie)!)  anel  .s|)e‘e*ie*  tee  pay  fe)r  te*a.  silk  anel  e)the*r  Chine*.s(* 
geeeeels.’* 

The*  traele*  in  private  bills  in  C'hina  inveelve'el  thre*e* main  e‘ate*ge)rie*s 
e)f  paiwr  frean  the  pennt  eef  vie*w  e)f  natieaiality ;  bills  elrawn  by  Eng¬ 
lish  house*s,  by  Ame*rie*an  firms,  and  by  the*  Parsers.  An  English  firm 
in  China  wanting  funels  to  purchase*“Te*a  eer  silk  might  sell  in  Canteen  eer 
Shanghai  bills  elrawn  uieeen  itself  eer  its  banke*rs  or  ce)rre*spe)nele*nts 
payable  in  Englanel,  eer  might  .se*ll  bills  eef  e)the*r  English  he)use*s  .seait 
enit  to  it  frenn  Englanel  by  its  e*e)nne*e*tions  the*re.  ('eenversely,  whe*n 


H.  S.  Sayers,  “The  Standard  in  the  KiKht(H*n-Fifties,”  Kcottomic  Histor;/,  II 
(.Ian.,  HKh'I),  ">84.  Prol«*s.s«»r  Sayers  has  discussed  the  eff«*cts  u|)on  the  ('hine'se 
silver  ixtsition  folIowiiiK  u|M)n  the  ('alifornian  K<tld  di.scoveries  nf  the  mid-century. 
The  nr(*atly  increased  innveinents  of  silver  to  China  at  that  time  were  imputed  by 
many  to  an  increased  preference  in  the  West  for  Kjistern  goods;  Professor  Sayers 
shows  that  a  monetary  |)henomenon  was  res|x»nsihle.  The  price  levels  of  the  West 
were  raised  by  the  new  gold,  those  of  the  Hast  were  largely  unaffected,  with  a 
conserjuetit  increas(‘  in  C'hines<‘  exports  t»i  the  West,  largely  |)aid  for  with  silver 
displaced  from  the  circulation  of  France. 
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English  houses  were  seeking  the  means  of  remittance  to  England  of 
the  proceeds  of  sales  of  manufactures  in  China,  both  sorts  of  paper 
might  be  bid  for  in  Canton  and  Shanghai  and  sent  back  to  England  as 
the  best  way,  in  a  given  commercial  situation,  of  transferiing  assets  to 
pjigland.  American  bills  were  bought  and  sold  in  the  same  way,  but 
were  more  difficult  to  assess;  Parsee  bills  were  the  most  dubious  in 
the  market.  The  p]ast  India  Company’s  bills  on  India  were  of  coursi* 
merely  a  particular  kind  of  private  pajxT,  with  specially  high  standing. 

When  Rathbone,  Worthington  and  Co.  entered  the  China  trade, 
there  were  no  established  exchange  banks  in  China;  each  trader  was 
obliged,  in  a  way  unknown  to  his  modern  counterparts,  to  read  tlu* 
exchange  markets  for  him.self.  The  bankers,  like  the  tradei-s,  had 
Ix?en  delayed  in  their  penetration  of  China.  The  Agency  Hou.'^es  had 
extended  their  opi'rations  from  India  after  the  ending  of  the  p]ast 
India  Company’s  China  monopoly  in  1833,  and  together  with  a  few 
great  China  Hou.ses  headed  byJardine,  Matheson  &  Co.  dominated 
the  scene.  In  spite  of  the  difficulties  of  combining  banking  and  mer¬ 
cantile  functions,  they  together  .successfully  r(‘.sisted  attempts  to 
establish  English  banks  for  the  p]a.st  right  u])  to  the  fifties.  In  this 
they  had  as  an  ally  the  E^ast  India  C.’ompany  with  its  great  obstructivi* 
power,  us<‘d  in  the  attempt  to  continue  its  traditional,  but  now  for¬ 
bidden,  remittance  bu.siness.  Not  until  th(‘  later  fortii's  did  a  few  small 
Anglo-Indian  banks  spring  up  in  India,  and  ojxm  branches  in  Canton 
or  Hong  Kong,  offering  the  first  apjiroach  to  <*xchange  banking 
facilities. 

The  mechanisms  of  the  forties  were  thus  highly  imjM'rfect.  Most 
tran.sactions  were  probably  in  terms  of  private  bills,  which  in  purcha.se 
and  sale  brought  prices  which  reflected  both  con.siderations — piivat(‘ 
credit,  and  general  balance  of  trade  phenomena.  But  though  tluMc* 
were  only  two  Banks  in  Canton,  properly  so-called,  as  late  as  1851,  all 
manner  of  ptTsons  were  prepared  to  undertake  this  or  that  banking 
function  a.s  occasion  .s(*emed  to  warrant.  Information  was  hard  to 
come  by;  one  new  arrival  in  Shanghai  complained — “Nobody  seimis 
to  do  anything  in  it  [exchange],  or  tht*y  k<H*p  it  v(*ry  close.’’*’^  Much 
of  the  time  of  principals  was  spent  “outside,”  ost(‘nsibly  go.ssiping, 
but  in  reality  trying  to  di.scover  the  opinions  held  by  others  of  prob¬ 
able  exchange  movements.  As  with  the  buying  and  selling  of  goods, 


Thomas  Moiicrieff,  Shanghai,  to  .1.  Worthington,  ('anton  (It.  B.  P.),  Mar.  1  , 
1847. 
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timing  was  an  especially  difficult  problem.  A  seller  of  sterling  bills 
holding  for  too  high  a  price  might  fail  to  “get  on  with  sterling  at  all” 
for  a  particular  mail.  Or  he  might  find  himself  in  great  difficulties  as 
December  approached.  “The  shifts  and  los.ses,”  wrote  Brown  in  1851, 
“that  sellers  last  month  were  put  to  in  dis])Osing  of  their  Bills  were 
incredible.”’’**  Conversely,  of  course,  good  profits  could  be  made  by 
early  decisions,  “before  other  parties  had  made  up  their  minds.”**** 
Nor  did  the  community  of  merchants  take  a  very  mature  view  of  their 
exchange  markets;  they  did  not  regard  the  establishment  of  exchange 
prices  as  an  imiiersonal  thing;  as  Brown  reported,  “the  re-.sale  of  Bills 
at  a  more  favourable  rate  than  they  were  drawn  against  excites  great 
jealousy  in  so  small  an  Exchange  market  as  this.”**'  It  is  not  surpris¬ 
ing  that  such  dealings  were  described  as  “nervous  work.” 

But  in  addition  to  all  these  elements  of  immaturity,  the  e.xchange 
markets  especially  at  Shanghai  had  a  six‘cial  .set  of  problems.  When 
in  a  country  accustomed  to  pajXT  instruments,  there  is  a  shortage  of 
local  currency,**"  it  is  usual  for  enterprising  jx^rsons  to  attempt  to 
supply  the  lack  with  their  own  notes  or  bills,  for  by  so  doing  they  are 
levjdng  a  loan  on  the  community  concerned  while  such  paper  remains 
current.  Those  enjoying  strategic  advantages  are  of  course  the  most 
likely  to  succeed  in  this.  In  the  Shanghai  of  the  forties  and  fifties  such 
conditions  obtained.  At  the  height  of  the  purchasing  .season  in  China 
there  was  a  shortage  of  Spanish  dollars,  and  this  slender  supply 
flowed  mainly  through  the  hands  of  a  particular  set  of  dealers,  those 
.selling  opium  to  the  Chinese  consumer,  who  by  virtue  of  their  strong 
|X)sition  could  s(*t  their  own  paper  afloat  in  quantity. 

Opium  was  the  greatest  single  means  of  acquiring  dollai*s— certainly 
more  effective  than  .selling  British manufactures,  and  moreoviM'  that 
showing  the  greatest  profit  margin.  Thus  those  with  a  big  share  in 
opium  also  had  a  consideiable  control  over  the  local  money  market. 
The  Parsees  were  importers  on  a  large  .scale,  and  moivover  had  inti¬ 
mate  connections  with  the  “Opium  Shops”  or  (.*hine.se  agencies  for 
dissemination  to  the  consumiT.  The  latter  (“many  of  them  a  low  class 

W.  S.  Bn)wn,  Shanghai,  to  S.  (J.  Hat)9M>np,  I.iveriMK)!  (K.  H.  P.),  Dec.  10, 
1851. 

S.  G.  Rathbone,  Canton,  to  William  Hathbone,  .Ir.,  Liverpool  (R.  B.  P.), 
Apr.  18.  1850. 

•'  W.  S.  Brown,  .ShanKhai,  to  S.  G.  Rathb«)ne,  Liverixtol  (R.  B.  P.),  Dec.  16, 
1851. 

Cooke,  op.  cit.,  p.  39.  China,  unlike  India,  had  long  been  in  this  position. 
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of  so-called  Banks  without  much  capital  or  character”)  issued  their 
own  orders,  or  “opium  bills”  at  10  or  14  days.  These  the  Parsees  ac¬ 
quired  in  exchange  for  opium.  They  in  turn  were  exchanged  for 
sterling  bills,  the  Parsees  being  able  to  offer  the  best  rate  in  the  market. 
Though  there  was  a  risk  attached,  these  opium  bills  were  so  cheap 
that  they  became  pretty  general.  In  fact  it  was  very  difficult  to  sell 
any  considerable  amount  of  sterling  bills  for  dollars,  without  being 
obliged  to  pay  a  much  greater  price. 

To  refuse  to  accept  such  paper  meant  that  acquiring  local  funds  was 
an  extremely  expen.sive  bu.siness.*’’^  Of  course  if  the  season  was  ending 
with  the  foreign  merchants  optimistic  about  tea  and  silk  prospects  in 
Euroiie  and  America,  there  would  be  cumulative  pre.ssure  upon  the 
local  dollar,  to  make  purchases,  and  the  numlxT  of  opium  bills  would 
increase.  Thus  the  local  dollar  shortage  was  largely  filled  by  the  credit 
instruments  of  the  opium  shops,  with  a  great  deal  of  the  risk  shifted 
to  the  English  and  other  foreign  merchants  who  bought  and  held 
them.®^ 

The  Oiiental  Bank  reacted  upon  this  situation  in  two  ways.  In 
general  the  principal  function  of  a  China  branch  of  an  Indian  banking 
hou.se  was  to  .sell  drafts  on  India  to  those*  in  China  wishing  to  import 
Indian  goods — chiefly  opium.  The  proc(*eds  in  local  currency  (dollars) 
were*  u.seel  to  buy  bills  on  London,  which  were  the*n  maile*el  to  haiglanel, 
as  cover  for  the*  elrawings  maele*  in  .ste*rling  by  the*  Inelian  e)ffice*.s.'’  ’  But 
if  occa.siem  warrante'el,  the*  Orie*ntal  Bank  weailel  ele*al  elire'ctly  in  opium, 
se*lling  its  ste*rling  bills  te)  the*  Parsee's  for  drug.  This  was  then  re-solel 
to  other  partie*s,  for  further  sterling  bills,  but  at  a  higher  rate*.  Thus 
the  Bank  by  me*ans  of  bills — eepium — bills  tran.sactiems  e*e)uld  preefit, 
bee*ause*  e)f  the  eliffe*re*ntial  rate*s  at  which  it  se)ld  and  bought.®®  The* 

S.  (i.  Hathbom*,  Canton,  to  William  Hathbone,  .Ir.,  I.ivc*rpo<tl  (H.  H.  P.), 
-Auk.  22,  1K4.5.  Sam  reported  home  that  in  most  circumstances  the  (tnly  way  to 
gel  rnoney  in  Shanghai  without  a  sacrifice  was  by  opium  transactions. 

W.  S.  Ibown,  Slianghai,  to  S.  (1.  Itatlibone,  I.iverjKX)!  (H.  H.  P.),  Nov.  10, 
18jl. 

Pa.-^ter,  op.  cil.,  p.  14.j. 

\V.  S.  Hrown,  Shanghai,  to  S.  (J.  Hathbone,  I.iveryxtol  (It.  H.  P.),  Nov.  10, 
lH."iI.  Hrown  re{)orte(l:  “We  s|X)ke  a  fe*w  days  ago  to  the  .Agent  of  the  Oriental 
Hank  about  the  |X).ssibility  of  our  soon  being  able  to  execute  M’Clure’s  order — he 
said  he  could  not  at  present  engage  to  give  us  the  funds,  although  he  hoped  he  might 
Ik?  able  to  arrange  it:  and  then  he  asked  if  we  could  take  opium  and  pay  it  to  the 
teamen — the  question  was  of  course  put  to  the  writer  in  confidence,  and  will  not  of 
*  ’  Continued  on  following  page 
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Bank  was  not  permitted  to  assume  the  function  of  supplying  a  local 
currency,  but  looked  to  exchange  transactions  for  its  profits. 

VI 

These  conditions  in  the  exchange  markets  posed  a  continuing  prob¬ 
lem  to  the  partners  in  Rathbone,  Worthington  and  Co.  “Profits,” 
wrote  W.  S.  Brown,  “will  be  made  as  much  in  the  management  of  the 
funds  and  the  exchanges  as  in  any  other  way.”*’"  But  how  was  an 
exchange  calculation  to  proceed;  what  mechani.sm  regulated  the 
prices  attaching  to  all  of  these  elements? 

So  far  as  bullion  or  specie  was  concerned,  there  was  the  fundamental 
guide  of  its  price  elsewhere.  The  limits  to  silver  shipments  can  lx* 
stated  in  general  terms  from  the  merchants’  viewpoint.  Imports  of 
silver  into  China  had  to  stop  when  the  sterling  price  of  silver  in  other 
markets®*  became  so  high  that  Chinese  goods  bought  with  imix>rte(l 
silver  were  too  expensive  in  sterling  to  yield  a  profit  in  Britain  or 
Europe. 

This  in  turn  depended  upon  the  conditions  of  world  supply  for 
silver,  and  the  demands  made  upon  it  elsewhere.  But  if  there  was  an 
excess  of  imports  into  China  the  only  effective  way  for  the  British 
merchant  to  get  the  proceeds  of  his  sales  home  would  be  in  silver,  be¬ 
cause  other  instruments  would  be  scarce  and  expensive.  China  would 
rapidly  lose  .silver  until  the  cost  of  a  unit  of  silver  in  Europt'an  goods 
in  China  rose  to  such  a  level  that  the  goods  would  sell  at  their  mere 
cost  of  production  and  shipment,  making  their  carriage  to  China  un¬ 
profitable.  But  because  the  reaction  of  prices  in  China  to  the  volume 
to  currency  was  so  imperfect,  a  pa.s.sive  balance  could  involve  very 
.serious  los.ses  of  silver. 

course  be  repeated  by  you;  but  it  is  mentioned  to  give  you  some  idea  of  the  im¬ 
possibility  of  selling  any  large  amount  here  for  dollars:  the  operation  of  the  Bank 
you  will  understand  is  selling  its  Bills  to  the  Parsees,  taking  payment  in  opium, 
which  it  was  taken  to  the  parties  from  whom  they  buy  Knglish  Bills  at  a  higher 
rate.” 

Ibid.,  Dec.  16,  1851. 

Spalding,  op.  ct'L,  p.  256,  gives  a  table  showing  the  monthly  fluctuations  in 
the  London  bullion  market,  of  the  price  per  oz.  of  bar-silver,  from  1833  to  1916. 
Between  1842  and  1852  it  varied  between  the  extremes  of  59  3/8  and  61  5/8pence. 
The  charges  consisted  of  overland  carriage  2^2  P®r  cent,  insurance  1*2  cent, 
purchasing  commission  1/8  per  cent,  bank  commission  K  per  cent,  and  interest 
for  12  months  at  5  per  cent  (R.  B.  P.  from  a  calculation  dated  Apr.  7, 1853). 
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But  pafier  instruments  were  perhaps  even  more  difficult  for  the 
China  merchant  to  rationalize.  They  involved  in  fact  two  sets  of 
problems:  those  arising  from  the  national  currency  they  represented, 
and  those  arising  from  the  individual  credit  .standing  of  thasi'  who 
created  them,  or  l)ecame  subsequent  parties  to  them.  The  former 
considerations  depended  on  the  trading  balance  of  each  country  in  the 
markets  of  Canton  and  Shanghai;  the  second  upon  the  record  of 
particular  firms.  The  Indian  Banks,  whose  acceptances  lx*gan  to  Ix*- 
come  general  in  China  toward  the  end  of  the  forties,  were  no  excep¬ 
tion.  Rathbone  Brothers  warned  the  China  House  to  lx*  careful  of  tlx* 
bills  of  the  Oriental  Bank,  which  had  been  gn^atly  weakened  by  the 
failure  of  many  of  their  customers  in  Bombay,  C<‘ylon,  and  Calcutta. 
Information  was  also  forwarded  about  the  Australian  Banks,  whose 
instruments  were  beginning  to  Ix'come  current. The  price  offered 
and  accept(*d  for  each  .several  bill  was  determiiu'd  by  some  .sort  of 
calculation  which  merged  the.se  two  sets  of  influences.  Thus  in  primi¬ 
tive  exchang(‘  markets  such  as  these,  there  was  not  at  any  given  tinu‘ 
a  single  price  for  sterling  to  which  all  who  wished  to  buy  might  have 
recourse,  but  only  a  great  number  of  .s|X‘cific  instruments  in  various 
national  monetary  units,  each  with  a  price  attached. 

The  units  of  calculation  for  the  imrchase  and  .sale  of  bills  wiui' 
chiefly  sterling,  payable  in  London,  the  rupee  payable  in  Bombay  or 
Calcutta,  the  American  dollar  payable  in  New  York,  all  quoted  in  the 
Spanish  dollar.  The  latter  had  an  intrinsic  silver  value  of  4s.  2d.  but 
up  to  the  end  of  1852  exporters  could  buy  six-month  bills  on  London 
ordinarily  at  from  4s.  fid.  to  4s.  lOd.  pt‘r  dollar.  The  ruixx*  was  quoted 
at  something  around  225  per  £  100.  Dome.stically  there  was  the 
notional  Ta(4,  defined  as  a  weight  and  finene.s.s  of  silver  depending  on 
the  banking  convention  of  the  city  concerned. 

The  supply  of  bills  jxirtaining  to  each  national  group  in  Canton  and 
Shanghai  could  vary  a  good  deal  with  changes  in  the  trading  pattern. 
These  in  turn,  the  China  merchants  well  knew,  depended  in  part  on 
the  level  of  activity  at  home.  “As  for  the  turn  of  the  Exchanges 
against  London,”  wrote  W.  S.  Brown  in  1851,  “.  .  .  I  don’t  imagine 
there  is  any  inflation  in  England  just  yet.”"”  American  bills  were 


***  J.  WorthinRton,  (’anton,  t«)  William  HathlM>ne,  Jr.,  Liverpool  (H.  B.  P.), 
Sept.  15,  1849. 

W.  S.  Brown,  ShanKluii,  to  S.  G.  Rathlwne,  I>iveri)ool  (K.  B.  P.),  Apr.  8, 
1851. 
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particularly  volatile,  and  as  Sam  Rathlione  reported,  the  need  to 
deal  in  them  “is  one  great  objection  to  American  business.""*  Grave 
misgivings  were  entertained  about  such  connections,  “unless  the 
parties  in  America  are  prepared  to  lay  down  funds  in  imiHirts  of  some 
description. The  American  merchants  themselves  aggravated  the 
difficulties  attaching  to  their  own  bills  by  their  methods.  Rathbone 
complained  that  “nearly  all  of  them  here  con.stantly  draw  in  a  single 
month  for  an  amount  equal  to  their  whole  fortunes  in  Baiing’s  or 
Brown’s.”"^ 

The  Indian  exchangi's  also  required  close  attention.  Occasionally 
the  Parsees  would  be  caught  with  no  means  of  remittance  to  India; 
rupees  in  China  would  liecome  scarce  and  their  price  ri.se.  Relief 
usually  dejxmded  on  the  arrival  of  the  East  India  Company’s  bills 
from  London.  The.se,  drawn  upon  the  Pre.sidencies,  usually  at  rates 
very  favourable  to  remitters  of  money  to  the  East,  were  bought  up 
and  sent  out  in  anticipation  of  shortage*."^  But  the  East  India  Com¬ 
pany’s  rupe(‘.s  were  a  dangerous  siieculation,  for  a  jx'rson  buying  them 
in  London  becau.se  their  price  was  high  in  China  might  well  find  that 
the  price  there  was  much  lower  by  the  time  they  had  bet'ii  sent  to  the 
East.  It  was  also  an  expen.siv’e  bu.siness  involving  commi.s.sion,  and 
interest  jiayments  of  .some  5  per  cent,  over  a  lengthy  journey.  Yet 
Brown  di.scovered  that  in  .spite  of  these  charges,  if  one  operated  early 
in  the  .‘<(‘ason,  “there  is  generally  a  difference  (though  not  always)  in 
favour  of  receiving  funds  via  India.’’"’’  He  quoted  over  the  years  1847 
to  1851  the  rates  at  which  .sterling  bills  on  England  could  lx*  sold  for 
rupees  in  Bombay,  and  tho.se  at  which  Spanish  dollars  in  Shanghai 
could  be  bought  for  rupc'es,  to  demon.strate  this  as  the  cheajx'st  way 


S.  G.  Rathbone,  Canton,  to  William  Rathlxme,  .Ir.,  Liverpool  (R.  H.  P.), 
Apr.  18,  1850. 

W.  S.  Brown,  Shanghai,  to  8.  G.  Rathimne,  Liverp(K>l  (R.  B.  P.),  Xov.  10, 
1851. 

Until  al>out  1827  American  merchant.><  paid  in  China  in  silver  obtaine<l  from 
the  Spanish  West  Indies,  South  America,  Portugal  and  Gibraltar.  Boston  news¬ 
papers  published  advertisements  of  premiums  offered  for  Spanish  dollars.  After 
1827  .American  traders  paid  largely  in  bills  drawn  upon  Ixmdon  (I.atourette,  op. 
cil.,  p.  71). 

Worthington  wrote  home  from  Canton  (Mar.  24,  1849):  “Company’s  Bills 
are  likely  to  continue,  I  think  for  .some  time  to  come  a  very  good  n'mittance  to 
China — as  an  exchange  operation  at  the  present  rate  the  proceeds  sent  home  in 
sycee  would  reali.se  8  to  9%  in  4  or  5  months.” 

■s  Ibid.,  Oct.  27,  18,51. 


184 


Bulletin  of  the  Business  Historical  Society 


of  laying  down  the  dollar  in  China.  These  rates  for  the  rupee  reflected 
the  position  of  India  early  in  the  season;  a  rupee  rate  in  Bombay 
favourable  to  sterling  and  a  dollar  rate  in  China  favourable  to  the 
rupee  meant  that  India’s  trading  was  passive  toward  England  and 
active  toward  China.  Thus  Bombay  and  Calcutta  liecame  a  favour¬ 
able  means  of  remittance  from  England  to  China.  But  even  within 
China  it.self  the  difference  in  the  trading  position  of  Canton  and 
Shanghai  meant  that  each  of  the  elements  in  the  exchange  pattern 
might  bear  different  prices  between  these  two  cities.  Up  to  the  early 
1850’s  there  was  often  a  better  price  to  be  had  for  sterling  in  Canton. 
Bills  drawn  by  one  centre  upon  the  other  could  show  such  variations 
as  to  constitute  virtually  two  markets. 

The  individual  trading  house  could  do  little  through  national  cur¬ 
rencies  to  directly  effect  the  prices  of  exchange  to  itself.  But  a  House 
could  certainly  .so  act  as  to  gain  the  highest  po.ssible  standing  for  its 
own  private  pa|K‘r,  and  thus  improve  the  price  at  which  it  could  lx‘ 
sold.  In  fact  bills  fell  into  well  understood  categories:  those  of  the 
first  class,  headed  by  Baring’s  or  Brown’s,  tho.s(‘  aspiring  to  the  first 
class,  those  which  though  .sound,  were  of  agreed  .s('cond-cla.ss  standing, 
and  those  so  little  known  or  acceptable  as  to  n'quire  to  be  sold  on 
shipping  documents. 

The  struggle  for  status  was  conducted  under  considerable  diffi¬ 
culty.  “People  here,”  wrote  Sam  Rathbone  not  long  after  arrival, 
“are  shy  of  taking  drafts  from  any  but  very  large  wealthy  houses,  and 
h^xchange  ojK^rations  are  conducted  with  great  difficulty.”"^*  Impor¬ 
tant  changes  in  a  firm’s  standing  could  take  place  during  the  lifetime 
of  its  bills.  Merchants  were  .slow  to  acquaint  themselves  with  th<‘ 
reputation  of  Hou.ses  not  directly  and  consi.stently  engaged  in  the 
China  Trade,  so  that  some  of  very  fair  reputation  had  to  .sell  their 
bills  on  documents.  Status  in  India  too  was  important,  for  the  maiket 
for  a  bill  was  significantly  narrowed  if  its  creators  were  not  “known  in 
the  bazaar  of  Bombay.”"^  This  meant  that  some  bills,  like  tho.s(?  of 
George  Peabody  &  Co.,  though  of  unquestionable  standing,  could,  be¬ 
cause  of  lack  of  Indian  status,  be  cheaply  bought."*  Then,  too,  the 


S.  G.  Rathbone,  Canton,  to  William  Itathlwne,  Jr.,  Liverpool  (R.  B.  P.) 
May  27,  1845. 

Ibid.,  Jan.  10,  1850. 

W.  S.  Brown,  Shanghai,  to  S.  G.  Rathbone,  IJverp<x>l  (R.  B.  P.),  Dee.  19, 

1851. 
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attempt  to  incr(*as(‘  the  sale  of  one’s  own  bills,  even  thoiiKh  eoveriiifi 
balane<*s  were  h(>ld  in  Britain,  might  b(*  dangerous."*'  At  the  height 
of  th<*  s(‘ason  only  bills  of  tlu*  Baring  class  wonld  “go  down”  at  all. 
Rathbone.  Worthington  and  (’o.  like  oth(*rs,  wine  aspirants  for  g<M»d 
status,  and  sueeei'ded  in  obtaining  it.  This  nu‘ant  that  th(*y  could 
charge  1  per  ei'Ut  more  for  their  bills.  But  even  high  standing  could 
have  its  disadvantag(‘s  in  the  primitivi*  e.xehange  arrangc'inents  of  the 
('hina  of  the*  forties  and  fifties,  riu*  n^putation  ()f  si'lling  on(‘’s  bills  at 
the  highest  iat(*  of  (*xehang(‘  could  m<*an  great  difficulty  in  si'lling  at 
all  when  there  was  an  abundanei*  of  .sti'iiing.  What(‘V<“r  rate  such 
Houses  of  the  fir.-<t  rank  fix(‘d,  tlu*  otln'rs  being  aecustonu'd  to  sell  at  1 
p(‘r  cent  below  them,  always  mov(*d  down  with  them,  and  could 
freqiK'Utly  do  more  business.  Furtlu'r.  otluM-  firms  confronted  by 
sell(*rs  of  such  high  standing,  would  authorizi*  tlu'ir  agi'uts  to  extend 
th<“ir  purchase's  to  slightly  less  notable  House's.  “Owing  to  Rns.'^e'!!  tV' 
(V)..  .lardim*  <S:  ('o.  and  our.selve's  asking  such  high  ])rie('s,”  wrote'  Sam 
Rathbone*.  “Birle*y  anel  e)th('r  of  Kwait.  Lyon  :uid  (’e)’s  frie*nds  have 
now  authenity  tee  take  e*ithe'r  Augustine*.  He*arel  tS:  (  V)..  Hy  Parkin.sem 
and  C’e)..  or  Westmeue*\s  Bills. 

The*.se*  the*n  we*re  the*  inedelems  eef  maike*ting  bills  that  eeenfremte'el 
the*  e*arly  ('hina  me*re*hants:  what  influe*ne*e*s  we*re*  at  weak  em  the*  value* 
of  funels  in  Leuieleen.  Beembay  and  ('ale*utta.  anel  Xe*w  Yeak,  e)fTe're*el  feer 
sale  in  ('anteeii  anel  Shanghai?  Anel  what  we'ie*  the*  te*rms  upeai  whie*h 
the*  se*ve*ial  ])e)te*ntial  buye'is  anel  .'<e*lle*rs,  e*ae*h  attribute*el  a  status 
ele'se*rii)tive'  e»f  all  the*  e*leme*nts  aflfe*e*ting  its  .staneling.  we*re*  able*  tee  eh) 
l)usine*ss? 

MI 

The*se*  ne*w  ('hina  me*re*hants  eviele*ntly  inte*nele'el  ehie'fly  te>  ele*al  in 
geeeeels;  in  spite*  e)f  the*ir  imi)e)rtane*e'.  the*  e*xehange*s  we*re*  a  se'e*e)nelary 
e‘e)nsiele*ratieai.  The*  wiseleim  eif  traeling  with  China  e)r  any  e)the*r  partic¬ 
ular  plae*e*  was  ge)ve*rne*el  by  a  ve*ry  ge*ne*ral  eepinieai  abeait  the*  e*ean- 
ple*me*ntarity  eef  ('hina  te)  e)the*r  marke'ts.  The*  pre's-xure*  tee  e)])e*n  ('hina 
to  traele*.  e  ulminating  in  the*  Tre'aty  eif  1842,  hael  little*  e)f  re'fine'el  e*al- 
e*idatie)n  be*hinel  it;  mere*ly  that  pre)fits  hael  be'e'ii  maele*.  anel  that  Kast- 

S.  (t.  Hatlihoiie  waiiie'd  tliat  “se'lliiiK  on  too  Ke'iH*iaI  a  const  it  iie'iicy  doe's  not 
improve*  a  firm’s  cre'dit.” 

S.  liatldxme*,  (’anton,  te»  William  Hattdxme*,  .Ir.,  T.ivorpool  (It.  M.  P.), 
.\pr.  IS,  1S.')0. 
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West  trade  could  scarcely  fail  to  pay  well.  And  the  wisdom  of  trading 
at  a  given  momiMit  dciK‘ndcd  upon  the  reading  of  a  range  of  general 
economic  signs,  generators  (according  to  interpretation)  of  optimism 
or  jiessimism  about  particular  markets:  Bank  rate,  railway  invest- 
nu*nt,  crop  reports,  prospects  of  war,  and  so  on.^'  Thus  William 
Rathbone,  Jr., surveying  the  scene  during  the  rece.s.sion  of  1845,  tried 
to  reason  about  the  relationship  of  the  forces  at  work,  for  tlu*  guidanc(‘ 
of  his  brother  in  the  East.  He  arrived  at  the  most  general  conclusion 
that  trading  might  be  tentatively  revived;  he  wrote  to  Sam;  “until  we 
think  the  crisis  has  reached  its  height  we  should  not  wish  Uirge  o|K‘ra- 
tions,  but  if  the  rise  in  money  has  lowered  the  produce  market,  it 
might  do  no  harm  ...  to  operate  to  a  moderate  extent.”'*-  Under 
different  conditions  the  opinion  that  funds  in  China  could  be  lM*tter 
employed  elsewhere,  might  be  arrived  at,  and  a  shift  arranged. 

But  the  actions  of  the  trading  community,  so  guided,  in  turn  pro¬ 
duced  (‘xchang(‘  phenomena.  The  import-t'xport  picture  of  each 
trading  region  would  be  altered,  and  a  con.sequent  changi*  tak(‘  plac(‘ 
in  the  price  of  each  currency  concenu'd.  Misreadings  by  each  several 
Hous(‘  of  the  crude  general  trading  signs  might  Ik'  capable  of  being 
compensated  by  skillful  exchange  bargains,  and  the  tradiM-  b(‘com(‘ 
incidentally  an  arbitragiTir. 

Ilathbone  and  Co.  sought  to  ri'diice  their  (‘xchang(*  transactions 
like  those  in  r(*al  goods,  to  a  .set  of  manageable  rules.  Information  was 
of  prime  importanee,  both  as  to  the  future  tr(*nd  in  national  curren¬ 
cies  and  the  credit  worthine.ss  of  tlu*  cr(*ators  of  bills.  The  attainment 
of  status  in  all  the  markets  linked  to  China,  from  which  to  conduct 
operations,  wjis  no  Uvss  necessary.  Behind  this  lay  the  problem  of 
<‘nsuring  that  the  House  was  neviT  obligi'd  by  its  commitments  to  buy 
exchange*  in  an  adve'rse*  market.  This  could  be  (‘as(*d  by  att(*mpting, 
in  spite  of  the  Intiu'hing  of  tran.sactions  within  the  season,  to  spre'ael 
ojK^rations  and  drawings  as  (‘venly  as  possible,  h'inally,  of  the.s(*  rules 
of  practice,  th(*r(*  was  the  most  difficult  of  all:  to  develop  .somehow  a 
sen.se  of  tlu*  way  in  which  all  these  el(*m(*nts  were*  lik(*ly  to  combiiu*  in 
the  minds  of  fellow  dealers  in  Shanghai  and  Canton. 

But  the.se*  devic(*s  did  not  of  thenuselves  make  tlu*  (*xchang(‘  prob¬ 
lem  manageable.  For  it  to  b(*come  .so,  the  China  trad(*rs,  if  tlu*  firm 


*'  William  Kathbone,  .Ir.,  to  S.  (J.  HathlMuie,  t’antoii  (H.  F.  P.),  Mar.  17,  IS4ti. 
Rathbone  Rrothers,  LiverpcM)!,  to  S.  G.  RathlMUie,  ('pylon  (R.  F.  P.),  .Nov. 
20,  1845. 
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of  Rathbono,  Worthington  and  Co.  were  at  all  typical,  adopted  at 
lea.st  two  imidicit  attitudes  to  what  they  were  doing.  First,  (‘ach 
movement  of  funds  in  or  out  of  China  was  tr(‘ated  as  a  separate  trans¬ 
action,  and  s(‘condly,  di'alings  in  goods  and  dealings  in  exchange*  W(‘n‘ 

^  also,  for  the  purpose  of  conduct,  to  a  con.siderabh*  de'gree*  divorc(*d. 

Of  course*  the  preifits  or  le)s.ses  of  a  firm  over  time*  re*ally  de*|K*nele*d 
upon  each  movement  eif  gexxls  or  funels  from  Fnglanel  te)  China  and 
'  back  again  forming  a  e'emtinuenis  chain  of  transactie>ns  which  might  or 

might  not  yielel  a  surplus.  Te)  say,  for  e*xample*,  he)w  a  give*n  pre)je*e*t 
in  the  purchase*  eif  jireKlue'e  in  China,  its  shipme*nt  anel  .sale*  in  Fnglanel 
would  work  out,  account  would  have  to  Ik*  take*n  neit  einly  e)f  the  ce>st 
of  the  gexxls,  but  the  e*e)st  e>f  the  Spanish  eleillars  with  whie*h  the*y  were* 
be)ught.  But  this  weiulel  me*an  that  transact ieins  from  China  to  Fng- 
land  to  China,  anel  so  ein,  weiulel  form  a  linke*el  e*ak*ulatie)n,  anel  lU) 
single  de*al  weiulel  offer  a  basis  eif  judge*me*nt.  The*  jiractical  solutiem 
was  simply  te)  re*garei  each  re*mittane*e*  as  a  se*parate*  entity,  taking  the* 
elollars  in  China  fe)r  e*xample,  from  which  the  transae'tion  lx*gan,  me*re*- 
ly  as  “given.”  In  fact,  as  has  lK*e*n  said,  the*  ele*ci.sion  to  move  funds 
either  way  lx*tween  England  and  China  was  ge)ve*rne*d  by  a  judgement 
as  to  where*  the*y  we)uld  be*  more*  pre)fitable*  in  a  trailing  .se*nse*.  C’exsts  e)f 
movement  we*re*  a  .se*ce)nelary  consieleratiem  e*xcept  where*  the*  e*x- 
change*s  we*re*  e*xtre*mely  ael verse*.  Each  laying  down  of  funds  was 
tre*ate*el  as  a  .se*parate  se*lf-e*e)ntaine*el  act;  its  virtue*  ele*j)e*nele*el  neirmally 
not  upon  a  ce)mparise)n  lx*twe'e*n  the  ceist  e)f  moving  the  funds,  and  the 
benefits  e)f  the*  ce)urse  to  which  they  could  lx*  put  uj)on  arrival,  but  on 
the  much  .simpler  comparison  lx*twe*en  the*  e*e)st  ine*urre*el  by  the*  form 
e)f  remittane'c  actually  che)se*n,  and  that  |x*rtaining  to  any  other  avail¬ 
able  me*ans  e)f  meiving  the  funds.  If  the  job  was  ele)ne*  at  the*  best  rate* 
possible*,  it  was  a  succe*ss  in  it.se*lf. 

A  similar  simplification  se*parate*el  transactie)ns  in  goexls  and  in 
money.  The  phile).se)i)hie*ally  mindeel  might  jxiint  e)ut  that  any  give*n 
act  of  purcha.se*  of  Chinese*  pre)duce*  we)uld  it.self  affe*ct  the  exchange's. 
Similarly,  with  .sales  in  China;  if  an  P^nglish  firm  coulel,  by  re*ducing  its 
prices,  gre*atly  increase  its  .sales,  this  would  of  ce)urse  re*act  ui)on  the 
exchanges  when  the  que*stie)n  of  remittance  arose*.  Thus  to  take  an 
extreme  case*,  if  a  relatively  slight  reduction  in  the  price  at  which 
English  manufactures  were  offered  brenight  an  enormous  increase  in 
.sales,  English  merchants  woulel  earn  large*  aelelitional  quantities  e)f 
dollars.  The.se*  the*y  woulel  .seek  to  .se*ll  for  .sterling  for  remittance  te) 
England,  thus  possibly  raising  the  ceist  of  sterling  to  such  a  high  price* 
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that  tli('ir  profits  weri'  actually  lowia-ccl  by  the  increased  sale  of  goods. 
In  giauaal  terms,  if  the  Chinese  enrnmey,  Spani.sh  dollars,  could 
not  he  sold  to  advantage  eitlaa-  in  China  or  elsewhere,  it  was  foolish  to 
acquire  too  many  by  increased  .sales  at  rednc<*d  piices,  and  jiolicies  to 
this  end  wi'H'  mistaken.  To  arrive  at  any  comiilete  stateimait  of  the 
effect  of  any  decision  affecting  buying  or  selling  of  real  goods,  account 
must  be  taken  of  the  exchangi's,  and  vice  viasa.  But  the  harassed 
China  merchant,  other  than  tlu'  very  larg(*st,  left  such  suiM'i-rational- 
ism  alone.  Exchange  rates  w(*r(‘  in  (‘ffect  a  datum;  .so  too  wme  prices. 
So  ri'garded,  it  was  ])ossible  to  make  “simple-minded”  cahailations  of 
the  cost  of  laying  down  funds  in  goods  or  in  (‘xchange,  treating  them 
as  indejiendent  alternativi's,  and  choosing  the  more  jnofitabU*.  Fre¬ 
quently  there  were  (*onsid(‘rabl(‘  time  lags  betw(*(*n  transactions  (‘arn- 
ing  funds  and  the  atti'nqit  to  dispo.s(‘  of  tlu*  funds  on  the  (*xchang(“s; 
as  has  Ix'en  said,  it  was  n'cognizial  as  good  jiolicy  to  spread  <‘xchange 
transactions  and  tlu*  issuance  of  bills  as  evi'iily  over  the  .s(‘ason  as 
possible  for  safety, ind(*pendent  of  tlu*  timing  of  nad  ])urcha.se  andsales. 

In  1851  came  the  first  st(*p  away  from  this  highly  personal  ])rimi- 
tive  systi'in  of  e.xchange  dealings.  The  Oriiaital  Bank,  with  a  bram-h 
of  some  years’  standing  in  China  gained  its  Royal  ChartiM'  after  a 
struggle  and  Ix'gan  to  extend  its  exchangt*  Imsiness  as  the  Oiiental 
Banking  (Corporation. In  1853  the  Chartered  Bank  of  India,  Austra¬ 
lia,  and  China  was  incorporated,’^*  shortly  to  be  followed  by  other 
fori'ign  banks.  This  di'velojHnent  was  to  culminate  in  th(‘  speculative' 
mania  of  the  fifties  in  Ilastern  Bank  promotion.  But  the  facilities 
offered  w('re  ve'iy  welcome  to  the  smalU'r,  newer  firms,  to  whom  the 
older  .system  of  dealings  had  bee'ii  difficult  indeed.  The  great  Eastern 
Exchange  Banks  had  Ix'gun  to  perfect  and  impersonalize  the*  Ex¬ 
change's,  to  be  shortly  aiele'el  by  givat  re'ductions  in  the  lags  of  infenina- 
tion  anel  remittance  brenight  about  by  the  electric  tele'graph. 

VIII 

With  what  elegre'e  eif  .success  eliel  tlu'se  young  men  cemfront  their 
many  preibleans?  Things  were  elifficult  inele'e'el  at  fiist.  The  crippling 
decision  against  smuggling  and  oiiium  dealings  was  firmly  held  by  the 
House  at  home  and  loyally  accepte'd  by  the  China  partners  in  spite  of 

C<M)ke,  op.  cit.,  j).  141  IT.;  it  hiul  hcKun  as  the  Bank  of  Weste'rn  India,  in  1S42. 

Ibid.,  p.  300.  The  Liveri)ool  C'haniher  of  ('omnieree  mindful  of  tla*  collapses 
of  1830-37,  1841-42,  and  1840  in  China,  campaigned  for  stringent  conditions. 
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their  occasional  tendency  to  impatience.^^  The  elder  William  Rath- 
bone,  though  he  interfered  little,  kept  them  all  firmly  to  this.^*’  Yet 
they  held  their  own.  There  were  fearful  losses  in  the  China  trade  in 
1846,  but  the  firm  successfully  avoided  them.^^  In  1849  Sam  ob¬ 
served  that  in  spite  of  disappointments  “on  the  whole  we  are  the  only 
House  in  China  who  have  increased  our  business,  and  there  are  only 
four  others  who  have  even  kept  their  relative  position. But  the 
end  of  the  decade  saw  them  still  i)e.ssimistic.  Sam  felt  that  taking 
their  first  eight  years  as  a  whole  they  had  probably  neither  “lost  or 
made  money.”**'*  Both  he  and  Brown  had  a  period  of  wishing  the 
Hou.se  to  withdraw;  Brown  wrote  home  ruefully  that  so  bad  was  busi- 
ne.ss  that  in  Shanghai  one  saw  “all  the  clerks  ki'ciiing  their  hoi-ses,  and 
neatly  all  the  principals  taking  exerci.se  on  foot.”'-**’  But  William  at 
home  was  more  optimistic,  and  corrected  what  the  China  partners 
freely  admitted  might  be  “unsteady  judgements.”  In  the  upshot  the 
House  was  reorganized,  and  for  many  years  thereafter  contributed  so 
substantially  to  the  revenues  of  Rathbone  Brothers  as  to  eclipse  all 
othei  fields  in  which  they  engaged. 

The  principles  of  trading  they  (*volved  saw  them  through  the  lean 
years  when  .so  many  Hou.ses  with  le.ss  principal  had  succumbed,  so 
that  when  expansion  of  western  trade  came,  they  benefited.  On  tak¬ 
ing  stock  in  1875  the  trend  was  heartening,  viz: 

Average  Anmtal  Profits  in  the  China  Trade. 

(Memorandum,  1875,  R.  B.  P.) 

1849-1858— £  5,352.  1859-1868— £l  1,590.  1869-1874— £17,424. 

S.  G.  Checki.axd 

^  The  University  of  Liverpool 

VV.  S.  Brown,  SliaiiKliai,  to  William  Hatlibono,  .Ir.,  I.iv(>r|>«H)l  (H.  B.  P.),  .July 
3  1851.  Brown  wrote:  “We  s(*ein  to  have  placed  (turselves  here  in  altoKether  a 
false  i)osition,  hy  assuming  an  estal)lishinent,  and  an  ex|KMiditure  corresiM)ndinK 
(.saving  .Jardines  Dent’s)  with  the  leading  Hoases  Knglish  and  .American,  while 
hy  excluding  opium  and  declining  t<»  do  husine.ss  like  the  hulk  of  the  Community 
(smuggling)  we  are  precluded  from  those  .sources  of  pndit  which  man  justify  them 
in  their  large  ex|)enditure.’’ 

William  Hathhone,  ,Ir.,  to  S.  (J.  Bathhone,  Canton  (B.  F.  P.),  Oct.  22,  184.5. 

William  BathlMuie,  ,Ir.,  Liver|)<K»l,  to  S.  (J.  Bathhone,  Canton  (B.  F.  P.), 
Mar.  7.  1846. 

,S.  G.  Bathhone,  Canton,  to  William  Bathhone,  .Ir.,  I.iverjHiol  (B.  B.  P.), 
Dee.  22,  1849. 

S.  G.  BathlMUie,  Canton,  to  William  Bathhone,  .Ir.,  I.iveriXK)!  (B.  B.  P.), 
Jan.  10,  1850. 

W.  S.  Brown,  Shanghai,  to  S.  G.  Bathlxme,  Liverjiool  (B.  B.  P.),  July  16, 
18.51. 


EDITOR’S  COLUMN 


Some  historians  have  regarded  tlie  Civil  War  of  1861-1865  as  suffi¬ 
cient  explanation  of  the  disruption  and  relative  backwardness  of  the 
Southern  economy.  Those  who  have  felt  the  need  for  additional 
analysis  have  often  stopped  after  pointing  to  the  alleged  horrors  of 
Radical  Reconstruction  or  the  alleged  exploitation  of  the  Southern 
(‘conomy  by  Xorthern  business  interests. 

J.  Carlyle  Sitterson,  of  the  history  faculty  at  the  Univensity  of 
North  Carolina,  takes  a  more  comprehensive  view  in  his  artick'  on  the 
southern  sugar  industry  from  1850  to  1910.  He  shows  the  significance 
for  this  industry  of  factors  which  did  not  originate  in  the  United  States 
at  all:  the  rise  of  n('w  producing  areas  abroad,  the  gradual  penetration 
of  the  new  sciences  of  agronomy  and  chemistry  into  the  sugar  indu-s- 
try.  By  working  chiefly  with  plantation  records,  he  is  able  to  trace  the 
interaction  of  production  costs,  sugar  prices,  technological  changes, 
marketing  methods,  problems  of  recruiting  labor  and  organizing  it 
into  an  efficient  work  force.  At  the  center  of  these  interacting  forc(*s 
was  the  planter-manager,  charged  with  combining  all  of  the.se  func¬ 
tions  in  such  a  way  that  the  productive  unit  would  be  profitable. 

Students  of  busine.ss  history  will  note  another  feature  of  Professor 
Sitterson’s  story.  During  the  late  ninet(*(‘nth  c(‘ntury,  many  American 
firms,  in  fields  as  diverse  as  manufacturing  and  retailing,  sought  .sur¬ 
vival  by  means  of  integration.  But  in  those  years  the  exi.sting  int(‘gra- 
tion  in  the  sugar  industry  was  destroyed.  Vertical  integration  de- 
creas(‘(l  as  planters  began  to  specialize  in  the  cultivation  of  sugar  cane, 
while  central  factories  for  the  production  of  raw  and  refined  .sugar  W(*r(* 
operated  by  indeiiendent  firms.  And  horizontal  concentration  also 
was  r(*(luc(*d  with  the  appearance  of  numerous  small  farna'is  and 
tenants  as  producers  of  sugar  cane. 

Dr.  Fritz  Redlich  continues  in  this  i.s.sue  his  account  of  the  Lauch- 
hamiiKM-  Iron  Works,  which  was  b(‘gun  in  the  .June  i.s.sue  of  the 
Bri.i.KTiN.  The  pn'sent  installment  focuses  on  the  (*fforts  of  Count 
Detlev  voti  Einsi(‘d(‘l  ami  his  .son  to  introduce  in  tlu*  Lauchhammer 
Works  the  most  advancc'd  mc'thods  which  had  been  (k'vcloped  in 


’  Written  t)y  Profe.'isor  Hay  Ginger,  under  wlmse  direction  this  is.sue  of  the 
Hci.i.btin  was  prepared  for  publication. 
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otlior  regions.  Along  with  a  w(*alth  of  detail,  Dr.  Rodlich  pre.si'nts  a 
suggestive  theory  to  account  for  tlu*  prominence  of  aristocrats  among 
the  business  innovators  of  Europi*  before  1825. 

The  Far  Eastian  tradi*  of  the  niiu'teenth  c(>ntury,  which  served  as 
the  sourc(‘  of  so  many  N(*w  England  fortunes,  has  Iw'en  tin*  subject  of 
several  volumes.  But  none  of  the.si*  (*arlier  writers  has  tried  to  view 
the  trade  in  detail  from  the  p(‘rsp(*ctive  of  tin*  merchants  who  were 
('iigagi'd  in  it  in  ('hina.  Therefore  a  blanket  of  ignorance  lias  covered 
the  daily  opiaations  of  tlu*  C'hina  merchants  a  century  ago. 

S.  O.  Clarkland,  of  the  l)(‘partment  of  Economics,  University  of 
Liverpool,  shows  how  to  remedy  this  situation  in  his  analysis  of  the 
opiaations  of  the  British  firm  of  Kathbone,  Worthington  and  Co. 
'rhes(‘  young  Englishmen  having  little  knowledge  of  markets  in 
('hina,  obstructed  by  the  absiaice  of  an  organizi'd  exchange  market, 
forced  to  act  as  commission  agents  for  principals  half  a  world  away, 
beset  by  a  conflict  bi'tween  morals  and  busiiu*ss  in  regard  to  the  opium 
trade-  y(‘t  won  gradually  through  the  shoals  to  success  for  th(*ir  firm. 
Mr.  Checkland  hen*  d(*scrib<*s  the  polici(*s  and  meth<Kls  which  brought 
profits  in  the  China  tradi*  a  century  ago. 

Th(*  Agricultural  Histoiy'  Society  announci's  the  establishment  of 
tlu*  lOverett  I‘Aig(*ne  Edwards  Mi'inorial  .\wards,  in  honor  of  the  late 
distinguish(*d  scholar  in  that  fi(‘ld.  Two  prizes  will  be  given  each  year 
to  tlu*  authors  of  tlu*  b<*st  articl(*s  publislu*d  in  Agricultural  Ilistorg: 
oiu*  to  a  graduate  stud(*nt.  tlu*  otlu*r  to  a  mon*  advanc(*(Lschohir.  The 
awards,  whi(*h  carry  a  stipend  of  850  <*ach,  an*  (‘ffective  in  the  present 
j’<*ar.  Furllu*r  details  may  lx*  s(*cured  from  Wayiu*  1).  Basmussi'n, 
Acting  S(*cn*(ary-Tn*asun*r  of  tlu*  .\gricultural  History  Society,  Room 
3900  South  .\gricultun*  Building,  U.  S.  Bun*au  of  Agricultural 
Economics,  Washington  25.  D.  C. 

******** 

'i'lu*  annual  nu*(*ting  of  the  So(*i(*ty  of  Am(*rican  Archivists  was 
lu*ld  in  D(*tn)it,  Michigan,  at  tlu*  Hotel  Park-Sh(*lton,  September  13- 
15,  1953.  Tlu*  major  s(*ssions  of  tlu*  m(*<*ting  w(*n*  devot(*d  to  an 
int<*nsiv(*  <*xamination  by  both  l^urop(*an  and  American  authorities 
of  tlu*  pn)gn*ss,  probl(*ms.  and  t(*chni(|ues  in  tlu*  fields  of  busine.ss 
archiv(*s,  business  history,  and  busin(*ss  n*cords  managenu*nt. 
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